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EXECUTIVE  SUMMARY 


1.0  Introduction 

In  1992,  the  Health  Care  Financing  Administration  (HCFA)  began  phasing  in  the  Medicare  Fee  Schedule 
(MFS)  as  mandated  in  the  Omnibus  Budget  Reconciliation  Act  of  1989  (OBRA  1989,  PL  101-239). 
The  MFS  is  based  on  three  components:  physician  work,  practice  costs,  and  malpractice  insurance  costs 
All  components  of  each  service  are  assigned  relative  value  units  (RVUs)  reflecting  resource  intensity 
Component  RVUs  are  geographically  adjusted  and  summed,  and  the  total  RVUs  for  all  services  are  then 
multiplied  by  a  conversion  factor  to  convert  RVUs  to  dollar  payment  rates.  The  resource-based  physician 
work  component  RVUs  and  and  their  associated  payment  rates  were  initially  developed  prior  to  the 
implementation  of  the  MFS.  The  RVUs  for  malpractice  insurance  continue  to  be  based  on  historical 
charges,  as  are  practice  expense  RVUs.  Recognizing  the  need  to  make  practice  expense  RVUs  (which 
comprise  approximately  41%  of  the  relative  values)  resource  based,  Congress,  in  1994  (PL  103-432), 
directed  the  Secretary  of  Health  and  Human  Services  to  develop  a  resource-based  payment  methodology 
for  practice  costs. 

In  March  1995,  HCFA  awarded  Abt  Associates  a  contract  to  collect  and  analyze  data  for  constructing 
resource-based  practice  expense  relative  values.  Abt  and  HCFA  developed  a  two-pronged  approach  to 
data  collection  that  recognized  two  parts  of  practice  expenses,  direct  and  overhead  costs.1  Estimates  of 
direct  costs  were  to  be  generated  through  an  expert  panel  process.  Clinical  Practice  Expert  Panels 
(CPEPs)  were  convened  to  provide  service-specific  data  that  could  be  used  to  estimate  direct  costs  of 
each  service.  Estimates  of  overhead  costs  were  to  be  generated  from  data  collected  in  a  survey  of 
physician  and  non-physician  practices.  This  survey  would  collect  information  on  aggregate  costs  and 
service  mix  at  the  practice-level,  and  data  from  it  would  be  used  as  one  possible  method  to  help  to 
determine  the  appropriate  allocation  of  overhead  costs  to  individual  services  The  survey  cost  questions 
were  designed  to  support  several  alternative  methodologies  for  allocating  overhead  costs,  including 
allocation  according  to  step-down  methodologies,  lump-sum  allocation  adjusted  by  practice  type,  and 
statistical  allocation  using  cost  functions. 

The  direct  and  service-specific  overhead  cost  data  were  to  be  analyzed  by  Abt  Associates  and  other 
researchers  to  estimate  the  total  practice  expense  of  each  service  on  the  MFS.  Practice  expense  estimates 
derived  from  these  analyses  would  serve  as  one  potential  source  of  data  to  develop  RVUs  that  would,  in 
theory,  reflect  the  variation  in  the  total  practice  costs  associated  with  providing  different  services. 

2.0    Development  of  the  Survey  Instrument 

A  Survey  of  Practice  Costs  was  required  for  collecting  detailed  data  on  aggregate  costs,  practice 
characteristics  and  service  mix,  in  part  because  no  other  data  sources  provide  all  of  these  data  at  the 
practice  level  These  items  are  not  available  in  HCFA's  administrative  claims  data  bases  Moreover, 
previous  surveys  of  physician  practice  expenses  were  limited  in  size  and  coverage  (of  medical 


1       Direct  costs  here  are  defined  as  those  easily  attributable  to  the  provision  of  a  specific  service  This  is  related  to,  but  different  from,  the 
economic  concept  of  variable  cost.  Some  variable  costs  may  be  captured  in  the  indirect  cost  measurement,  rather  than  by  the  direct  cost 
measurements. 
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specialties),  characterized  by  low  response  rates,  generally  conducted  at  the  individual  physician  level 
rather  than  the  practice  level,  and  lacking  in  information  on  practice  characteristics  and  service  mix. 

In  addition  to  summary  data  collected  for  identification  and  burden  estimation,  the  Survey  of  Practice 
Costs  instrument  includes  three  parts: 

1.  Practice  characteristics.  Practices  were  asked  to  record  size  and  specialty  composition, 
ownership  and  affiliations,  numbers  of  physician  and  non-physician  staff  employed, 
numbers  of  sites  and  square-footage  and  payor  mix. 

2.  Practice  costs.  Respondents  were  asked  to  provide  total  and  component  (labor,  contracted 
labor  and  non-labor)  costs  for  the  last  complete  calendar  or  fiscal  year.  Physician  salary  and 
fringe  costs  were  excluded. 

3.  Practice  service-mix  data.  Respondents  were  asked  to  report  total  services  provided  over 
the  past  year,  by  Current  Procedure  Terminology  (CPT-4)  or  HCFA  Common  Procedure 
Coding  System  (HCPCS),  separately  for  services  provided  in  and  out  of  the  providers1 
offices. 

The  medical  and  health  services  research  communities  played  a  substantial  role  in  developing  and 
refining  the  Survey  of  Practice  Costs.  A  Technical  Expert  Group  (TEG)  was  empaneled  and  met  twice, 
in  May  and  July  1995.  The  TEG  made  several  recommendations  on  sampling  and  survey  design,  some  of 
which  were  adopted,  including  the  addition  of  academic  practices,  the  development  of  criteria  to 
determine  the  eligibility  of  new  or  merged  practices,  and  expansion  of  the  cost  portion  of  the  survey  to 
support  various  methods  for  allocating  overhead.  In  addition,  HCFA  invited  more  than  130  medical 
societies  to  informational  meetings  in  June  1995,  and  50  medical  societies  and  other  provider 
organizations  reviewed  and  commented  on  the  survey.  Society  concerns  focused  on  the  feasibility  of 
providing  complete  answers  to  both  the  cost  and  service-mix  questions,  given  the  kinds  of  data  systems 
in  place  in  many  practices.  Both  the  TEG  and  the  societies  warned  of  the  potentially  negative  effects  of  a 
long  and  complex  survey  instrument  on  response  rates  and,  therefore,  on  the  validity  of  data  from  the 
survey. 

In  September  1995,  a  pilot  test  of  the  survey  instrument  was  conducted  in  seven  practices  This  test  was 
administered  by  phone,  and  respondents  were  questioned  about  the  time  spent  and  difficulties 
encountered  in  completing  the  survey.  Responding  to  this  feedback,  the  questionnaire  was  shortened, 
reducing  the  estimated  time  to  complete  the  survey  from  16  to  12  hours 

Also  in  September  1995,  the  project  design  and  survey  instrument  were  submitted  to  the  Office  of 
Management  and  Budget  (OMB)  for  review.  In  January  1996,  expressing  skepticism  about  projected 
response  rates  given  the  high  burden  of  the  survey,  OMB  granted  conditional  approval  to  proceed  to  field 
the  survey  to  one  quarter  of  the  sample  of  physician  practices,  after  which  response  rates  would  be 
analyzed.  OMB  advised  that  a  target  response  rate  of  80%  should  be  established  to  ensure  adequate 
response  for  policy  analysis  and  if  this  goal  was  not  met,  it  might  request  adjustments  in  the  survey 
design  to  improve  the  response  rate  and  quality  of  the  data  in  future  replicates 
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3.0    Sampling  Methods 


The  universe  from  which  practices  were  sampled  for  the  Survey  of  Practice  Costs  included  all  non- 
Federal,  direct  patient  care  practices  that  offered  services  of  physicians  (MDs  and  DOs),  as  well  as  four 
non-physician  providers  (optometrists,  physical  therapists,  podiatrists,  and  clinical  psychologists).  Two 
American  Medical  Association  (AMA)  data  sources  provided  the  frame  for  sampling  physicians:  the 
Census  of  Medical  Groups  (CMG),  which  lists  all  practices  with  three  or  more  physicians,  and  the 
Physician  Masterfile,  which  lists  individual  physicians  and  which  was  used  to  identify  solo  and  two- 
physician  practices.  These  files  mcluded  critical  classification  variables  that  were  used  to  stratify  the 
physician  practice  sample.  A  stratification  scheme  based  on  four  variables  was  employed  because  of 
their  assumed  correlation  with  practice  costs:  practice  size,  specialty  composition,  urbanicity  and 
geographic  region.  Professional  societies  provided  membership  lists  that  were  used  to  sample  non- 
physician  providers.  These  lists  did  not  include  any  additional  classification  data.  Therefore,  the  non- 
physician  practice  sample  was  not  stratified. 

Stratification  confers  two  advantages  in  sampling  for  this  study.  First,  it  ensures  that  the  full  range  of 
physician  practice  types  is  represented  in  the  study.  Second,  stratification  produces  uniformity  of 
practice  characteristics  within  each  stratum,  a  feature  that  increases  the  precision  of  cost  estimates  both 
within  strata  and  across  the  entire  sample. 

Strata  for  physician  sampling  were  defined  as  follows: 

Practice  size:  Six  classifications,  ranging  from  solo  to  50  or  more  physicians; 

Specialty:  Twenty-four  smgle  specialty  categories,  derived  from  the  AMA's  Census  of 
Medical  Groups  classification  system  (26  classes,  reduced  to  24  by  collapsing  radiology  and 
radiation  oncology,  as  well  as  thoracic  surgery  and  general  surgery)  -  Multi-speciality 
groups  were  allocated  to  one  of  9  classes,  based  on  different  combinations  of  the  AMA's 
aggregated  specialty  categories  (general  practice,  surgical  specialties,  medical  specialties, 
other  specialties); 

Urbanicity:  Two  categories,  urban  (MSA)  and  rural  (non-MSA);  and. 

Region:  Seven  regions,  derived  from  the  Bureau  of  the  Census'  10-region  classification. 

A  total  of  5,959  practices  was  selected,  including  a  stratified  random  sample  of  4,988  physician  practices 
and  a  sample  of  971  non-physician  practices.  Not  all  sampled  practices  were  found  to  be  eligible  for  the 
survey.  Ineligible  practices  included  those  that,  when  contacted,  no  longer  existed  as  the  organizations 
described  m  the  sampling  frames,  and  those  in  operation  for  less  than  ten  months  in  the  past  year  It  was 
expected  that  15%  of  sampled  practices  would  be  ineligible. 

For  efficiency  in  conducting  the  survey,  the  sample  was  originally  divided  into  four  replicates,  each 
containing  about  1,500  practices,  with  all  four  replicates  to  be  contacted  over  a  period  of  four  weeks.  In 
response  to  OMB's  concern's  about  achieving  an  80%  response  rate,  the  survey  was  fielded  to  the  first 
replicate  only  to  enable  analysis  of  response  rates  from  that  replicate  before  proceeding  with  subsequent 
replicates. 
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4.0    Survey  Administration 


The  first  replicate  of  the  Survey  of  Practice  Costs  included  1,772  physician  and  non-physician  practices 
and  was  fielded  as  a  self-administered  survey  with  telephone  follow-up.  This  method  was  chosen,  despite 
the  concern  of  potentially  biased  estimates  and  low  precision  associated  with  the  low  response  rates  often 
experienced  in  such  surveys,  because  of  the  detailed  nature  of  the  requested  cost  and  service-mix  data 

The  Survey  was  administered  in  a  sequence  of  five  steps: 

1.  In  March  1996,  all  contact  persons  from  the  1,772  sampled  practices  in  the  first  replicate 
received  Advance  Letter  packets  of  materials,  containing  cover  and  endorsement  letters 
describmg  the  purpose,  content,  and  importance  of  the  Survey. 

2.  Subsequently,  survey  coordinators  conducted  Phase  I  Prompting  Calls  to  all  contacts,  to 
determine  eligibility,  answer  questions,  attempt  to  encourage  participation,  and  confirm 
contact  information. 

3.  Locators  employed  special  techniques,  using  locating  services,  society  lists,  local  providers 
and  other  sources,  to  secure  telephone  numbers  for  25 1  cases  with  no  easily  accessed 
telephone  listings.  All  but  14  cases  were  resolved. 

4.  In  April  1996,  survey  packets  were  mailed  to  all  eligible  practices  in  the  first  replicate. 

5.  Shortly  after  this  mailing,  survey  coordinators  placed  Phase  II  Prompting  Calls  to  verify 
receipt  of  the  packet  and  to  address  questions  and  potential  refusals 

Several  techniques  were  employed  to  maximize  participation  in  the  survey.  At  the  start  of  the  survey,  a 
toll-free  number  was  installed  for  practices  to  call  with  questions  and  concerns  Reminder  postcards  were 
sent  two  weeks  prior  to  the  due  date  for  submitting  the  survey,  and  postcards  expressing  appreciation 
were  mailed  to  practices  that  submitted  surveys.  An  unexpectedly  high  number  of  explicit  refusals  (19%. 
compared  to  an  expected  4%  to  5%)  prompted  the  hiring  of  three  "refusal  conversion  specialists"  with 
experience  in  interviewing  physicians  and  other  professional  personnel.  Refusing  practices  were  also 
mailed  one  of  nine  customized  "refusal  conversion  letters,"  addressing  the  most  frequently  expressed 
concerns  about  the  survey.  These  practices  were  called  once  after  the  letters  had  been  mailed  After  this 
follow-up  call,  if  still  refusing  to  participate,  practices  were  not  contacted  again. 

5.0    Survey  Results 

The  first  replicate  of  the  survey  was  fielded  with  a  target  response  rate  of  80%  of  eligible  practices.  This 
target  was  not  achieved,  prompting  the  termination  of  the  survey. 

The  actual  percentage  of  practices  ineligible  for  the  survey  was  higher  than  predicted.  Of  the  1,772 
practices  in  the  first  replicate,  350  (19.8%)  were  ineligible,  compared  to  an  expected  rate  of  15%.  There 
were  1.481  physician  practices  in  the  first  replicate  of  which  278  (18.8%)  were  ineligible.  Distributions 
of  eligible  and  ineligible  physician  practices  across  stratification  measures  were  similar.  Most  of  both 
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categories  were  in  the  North  Central  and  South  East  regions,  were  solo  practices,  and  were  in 
general/family  practice.  Among  the  291  non-physician  practices,  of  which  72  (24.7%)  were  ineligible, 
physical  therapy  and  clinical  psychology  accounted  for  the  largest  share  of  ineligibles,  whereas 
optometrists  and  podiatrists  contributed  the  largest  share  of  eligible  practices. 

The  overall  response  rate  for  the  first  replicate  of  the  survey  of  physician  and  non-physician  practices 
was  30.7%.  This  figure  is  based  on  all  eligible  practices  and  counts  as  respondents  all  practices  that 
returned  surveys  contaimng  some  (but  not  necessarily  all)  data.  For  physician  practices,  the  overall 
response  rate  was  30. 1%.  Response  rates  were  lower  among  the  smallest  (solo)  and  largest  (50+ 
physician  practices),  at  25  .6%  and  28.7%,  respectively.  Response  rates  were  highest  for  one  of  the 
"middle  range"  size  categories  (5  to  9  physicians),  at  39.6%.  Multi-specialty  practices  providing 
medical  and  surgical  services  responded  at  a  higher  rate  (63.6%)  than  all  the  single  specialty  practices,  of 
which  dermatology  (57. 1%)  was  the  highest.  Rural  practices,  and  practices  in  the  Southeast  and  Pacific 
regions  were  more  likely  to  respond  than  urban  practices  and  practices  in  the  New  England  and  Middle 
Atlantic  regions.  Non-physician  practices  responded  at  a  slightly  higher  (33.8%)  rate  than  physicians 
(30. 1%).  The  range  of  response  rates  across  non-physician  practice  types  was  wide,  from  a  high  of  50% 
for  podiatrists  to  a  low  of  12.8%  for  physical  therapists. 

Despite  Abt's  early  attempts  to  reduce  burden  by  redesigning  the  survey  and  despite  persistent  follow-up 
efforts,  many  practices  considered  the  survey  excessively  long  and  complex.  Out  of  nine  reported  reasons 
for  refusing  to  participate,  physician  and  non-physician  practices  most  often  cited  lack  of  time  (29.8%) 
and  level  of  difficulty  (21.8%).  This  pattern  was  evident  in  all  regions  and  areas  and  for  all  medical 
specialties.  However,  large  physician  practices  and  non-physician  practices  also  frequently  mentioned 
lack  of  interest  as  a  reason  for  not  participating. 

For  those  practices  that  did  submit  surveys,  response  rates  on  an  item-by-item  basis  were  high.  In 
general,  questions  pertaining  to  practice  characteristics  showed  a  higher  item  response  rate  (83.5%  to 
99.8%)  than  questions  pertaining  to  practice  costs  (67.7%  to  90.4%)  or  service  mix  (82. 1%). 

Faced  with  response  rates  well  below  the  80%  target,  several  alternative  data  collection  strategies  were 
explored  for  the  balance  of  the  sample.  However,  based  on  experience  with  the  first  replicate,  it  was 
determined  that  the  costs  of  meeting  response  targets  for  the  full  sample  would  be  unacceptably  high. 
Therefore,  the  Survey  of  Practice  Costs  was  terminated,  effective  September  30,  1996. 

6.0    Discussion  of  the  Survey  Data 

Data  from  the  436  surveys  returned  to  Abt  before  September  30,  1996  are  not  suitable  for  analytic  use 
for  two  reasons:  the  data  do  not  adequately  represent  the  universe  of  physician  and  non-physician 
providers,  and  due  to  the  low  response  rate,  no  quality  review  was  performed  on  these  data.  Both  low 
overall  response  rates  and  varying  response  rates  among  practice  types  call  into  question  the 
representativeness  of  the  data  collected  from  the  first  replicate.  In  addition,  at  the  time  that  the  Survey  of 
Practice  Costs  was  terminated,  edit  specifications,  designed  to  identify  invalid,  missing,  and  inconsistent 
data,  had  not  been  applied.  Given  the  poor  response  rate  achieved  for  the  first  replicate,  it  was  concluded 
that  data  quality  review  expenditures  could  not  be  justified.  Thus,  data  from  the  first  replicate  of  the 
Survey  of  Practice  Costs  cannot  be  used  to  develop  reliable  estimates  of  the  overhead  costs  associated 
with  the  provision  of  services  on  the  Medicare  Fee  Schedule. 
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Background  on  the  Study 


In  1992,  the  Health  Care  Financing  Administration  (HCFA)  began  phasing  in  the  Medicare  Fee  Schedule 
(MFS)  in  accordance  with  the  Omnibus  Budget  Reconciliation  Act  of  1989  (OBRA  1989).  The  Fee 
Schedule  defines  a  predetermined  payment  for  physician  services  that  is  based  on  three  key  components: 
physician  work,  practice  expenses,  and  malpractice  insurance  costs.  For  each  service,  each  of  these 
components  is  assigned  some  quantity  of  relative  value  units  (RVUs),  which  measure  the  relative 
payment  level  on  a  standardized  scale.  To  determine  payment  for  a  service,  each  of  the  three  RVUs  are 
multiplied  by  a  geographic  practice  cost  index  (GPCI)  to  adjust  for  local  differences  in  the  costs  of 
providing  services.  The  geographically  adjusted  RVUs  are  then  summed  and  multiplied  by  a  conversion 
factor,  which  translates  the  RVUs  into  a  dollar  amount,  to  derive  the  payment  for  a  service.  This  new 
method  of  reimbursement  was  designed  to  replace  the  prior  method  of  compensating  physicians  based  on 
customary,  prevailing,  and  reasonable  charges,  which  may  not  have  accurately  reflected  the  resources 
required  to  provide  physician  services. 

Physician  work  RVUs  were  developed  in  several  phases  during  the  decade  prior  to  the  implementation  of 
the  MFS,  using  a  resource-based  approach  that  reflects  the  time  and  level  of  physician  effort  required  to 
provide  each  service.  However,  under  OBRA  1989,  the  RVUs  for  the  practice  expense  and  malpractice 
insurance  cost  components  were  to  be  based  on  historical  charge  data  predating  the  MFS  These  charge- 
based  RVUs  are  inconsistent  with  the  "resource-based"  approach  to  physician  reimbursement.  As  a 
result,  Congress  passed  the  Social  Security  Act  Amendments  of  1994  (PL  103-432,  Section  121)  to 
direct  the  Secretary  of  Health  and  Human  Services  to  ".  .  .develop  a  methodology  for  implementing  in 
1998  a  resource-based  system  for  determining  practice  expense  relative  value  units  for  each  physician 
service"  covered  by  Medicare.  This  was  considered  particularly  important,  as  practice  expense  payments 
account  for  approximately  41  percent  of  reimbursements  under  the  MFS 

In  response  to  this  Congressional  mandate,  HCFA  awarded  a  contract  to  Abt  Associates  Inc.  in  March 
1995  to  conduct  a  study  entitled,  Data  Collection  and  Analysis  for  Generating  Procedure-Specific 
Practice  Expense  Estimates.  The  primary  goal  of  this  project  was  to  collect  comprehensive  and  detailed 
data  on  the  practice  resource  requirements  associated  with  providing  the  more  than  6,000  CPT-4 
(Current  Procedural  Terminology)  and  alphanumeric  HCPCS  (HCFA  Common  Procedure  Coding 
System)  codes  covered  by  Medicare.  HCFA  intended  to  use  this  study  as  one  potential  source  of  data  to 
be  used  in  developing  resource-based  practice  expense  RVUs  that  reflect  the  relative  inputs  required  to 
provide  each  service  included  in  the  MFS. 

A  two-pronged  approach  was  developed  to  collect  data  on  the  overhead  and  direct  components  of 
practice  costs  associated  with  Medicare-covered  services.  Estimates  of  direct  costs  were  generated 
through  an  expert  panel  process,  described  more  fully  in  a  separate  report.2  Overhead  cost  estimates 
were  to  be  captured  through  the  Survey  of  Practice  Costs.  The  direct  and  overhead  cost  estimates  were  to 
be  evaluated  by  Abt  Associates  and  other  researchers  to  estimate  the  total  practice  costs  of  each  service 


2       See  Report  on  Clinical  Practice  Expert  Panel  (CPEP)  Direct  Cost  Estimation,  April  30,  1997,  Abt  Associates  Inc 


Abt  Associates  Inc.  Report  on  the  Survey  of  Practice  Costs  1  -1 


on  the  MFS.  However,  attempts  to  collect  data  on  overhead  costs  were  not  successful.  This  report 
describes  the  survey  that  was  designed  to  collect  the  overhead  cost  data  and  summarizes  the  reasons  why 
the  survey  failed  to  capture  these  data. 

1 .2    Overview  of  the  Practice  Expense  Study  Approach 

As  noted  above,  a  two-pronged  methodology  was  implemented  to  collect  data  on  the  direct  and  overhead 
costs  of  providmg  each  service  in  the  MFS.  Clinical  Practice  Expert  Panels  (CPEPs),  comprised  of 
physician  and  non-physician  practice  staff  (e.g.,  registered  nurses,  practice  administrators,  medical 
technicians),  were  convened  to  provide  service-specific  data  that  could  be  used  to  estimate  direct  costs  of 
each  service.  In  this  context,  direct  costs  are  defined  as  those  easily  attributable  to  the  provision  of  a 
particular  service.  This  is  related  to,  but  different  from,  the  concept  of  variable  cost.  Some  variable  costs 
may  not  be  captured  by  the  direct  cost  measurements. 

In  addition  to  the  CPEPs,  the  Survey  of  Practice  Costs  was  conducted  to  collect  from  different  practice 
types  and  medical  specialties,  data  on  aggregate  costs  and  service-mix  (i.e.,  distribution  and  volume  of 
services)  at  the  practice-level.  These  data  were  to  be  used  in  helping  to  determine  the  appropriate 
allocation  of  overhead  costs  to  individual  services.  This  approach  is  based  on  the  premise  that  measuring 
at  a  practice  level  the  relationship  between  the  level  of  overhead  cost  and  the  type  and  quantity  of  output 
is  the  most  accurate  way  to  estimate  service-specific  overhead  cost 3 

Following  completion  of  the  data  collection  phase  of  the  study,  direct  cost  estimates  (derived  from  the 
CPEP  data)  were  to  be  added  to  the  corresponding  service-specific  overhead  cost  estimates  (derived  from 
the  survey  results)  to  determine  the  total  practice  cost  of  each  service  on  the  Fee  Schedule  These 
practice  cost  estimates  would  be  used  as  one  source  of  data  to  develop  new  practice  expense  relative 
value  units  (RVUs),  which  would,  in  theory,  reflect  the  relative  variation  in  the  total  practice  costs 
associated  with  providing  different  services. 

The  subsequent  sections  of  this  report  discuss  the  survey  and  sample  design,  the  survey  response,  and  the 
status  of  the  survey  data.  Section  2.0  and  3  .0  explain  the  development  of  the  survey  instrument  and 
sample  design,  respectively.  The  administration  or  fielding  of  the  survey  is  described  in  Section  4.0.  A 
detailed  discussion  of  the  survey  response  is  included  in  Section  5  .0.  Section  6.0  concludes  with  a 
summary  of  the  data  reported  in  the  surveys  that  were  returned 


3       Overhead  cost  as  defined  in  this  context  includes  some  variable  costs,  some  semi-variable  costs  (as  a  step  function  of  scale),  and  some  truly 
fixed  costs.  A  prion,  the  relationship  between  scale  (total  output),  scope  (mix  of  output),  and  total  overhead  cost  is  not  known.  For  a  fee 
schedule  to  allow  total  costs  to  be  recovered  on  average,  fees  must  be  based  on  some  notion  of  average  cost,  which  in  turn  requires  an 
estimation  of  the  relationship  between  overhead  cost  and  the  volume  and  mix  of  output  (in  addition  to  information  on  direct  costs). 
Statistically  valid  estimation  of  the  overhead-output  relationship  requires  data  containing  overhead  and  output  variables  generated  by  a 
representative  sample  of  practices. 
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2.0  Development  of  the  Survey  Instrument 


The  Survey  of  Practice  Costs  was  developed  with  input  from  the  medical  community  and  other 
researchers  with  expertise  in  measuring  physician  practice  expenses  The  following  sections  discuss  the 
objectives  of  the  survey  and  its  components,  as  well  as  some  of  the  input  utilized  in  developing  the  final 
survey  instrument. 

2.1  Objectives  of  the  Survey 

The  primary  purpose  of  the  survey  was  to  collect  detailed  practice-level  data  on  aggregate  costs,  practice 
characteristics,  and  service-mix  across  a  range  of  practice  types  and  medical  specialties.  Such  data  are 
unavailable  from  existing  HCFA  administrative  files  or  other  research  data  sets.  While  different 
organizations  have  conducted  surveys  of  practice  costs,  the  information  obtained  through  these  studies  is 
not  sufficient  to  estimate  resource-based  relative  values.  Specifically,  prior  surveys  are  limited: 

By  low  numbers  of  medical  specialties  represented, 

By  low  response  rates; 

•  By  lack  of  variety  of  practice  types  represented,  and, 

•  By  lack  of  detailed  information  on  relevant  practice  characteristics,  particularly  service-mix 

In  addition,  the  sampling  unit  for  several  of  these  studies  was  the  individual  physician,  rather  than  the 
practice.  This  is  problematic  because  overhead  costs  are  determined  at  the  practice  level,  not  the 
individual  physician  level  In  short,  there  was  no  valid  data  set  linking  practice  costs  with  practice 
output.  Thus,  the  Survey  of  Practice  Costs  was  designed  to  address  these  deficiencies. 

2.2  The  Survey  of  Practice  Costs  Instrument 

The  Survey  of  Practice  Costs  Instrument  consists  of  four  sections:  (1)  Practice  Characteristics,  (2) 
Practice  Costs,  (3)  Practice  Service-Mix  Data,  and  (4)  Summary  Information.  A  general  description  of 
each  of  these  four  sections  is  provided  below.  The  final  survey  document  is  included  in  Appendix  A,  and 
the  Definitions  of  Terms  and  Question-Specific  Instructions  that  accompanied  the  survey  are  included  in 
Appendix  B. 

2.2.1     Section  1:  Practice  Characteristics 

Direct  and  overhead  practice  costs  can  vary  substantially  based  on  differences  in  practice  characteristics 
Therefore,  Section  1  of  the  survey  requested  information  on  several  defining  characteristics  of  practices 
such  as:  the  practice's  size  and  specialty  (i.e.,  solo,  single  specialty,  multi-specialty),  type  of  ownership 
and  legal  organization,  whether  or  not  the  practice  has  any  academic  affiliations,  different  features  of  the 
practice  (e.g.,  is  it  a  freestanding  medical  practice  or  a  hospital-based  practice),  the  number  of  full-time 
equivalent  (FTE)  physicians  and  non-physicians  employed  by  the  practice,  number  of  sites  and  square 
footage  owned  or  leased  by  the  practice,  and  payor  mix  (e.g.,  Medicare,  undiscounted/discounted  fee-for- 
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service).  The  data  collected  in  this  section,  when  combined  with  the  service-mix  data,  were  designed  to 
help  analysts  further  understand  and  interpret  differences  or  variations  in  direct  and  overhead  costs  across 
different  types  of  physician  practices. 

2.2.2     Section  2:  Practice  Costs 

Section  2  of  the  survey  included  questions  designed  to  identify  total  and  component  annual  costs  incurred 
in  operating  a  practice.  Sampled  practices  were  asked  to  provide  a  single  dollar  amount  reflecting  their 
overall  practice  costs,  as  well  as  a  breakdown  of  these  costs  into:  (1)  Labor  Costs,  (2)  Labor  Costs  of 
Contracted  Services,  and  (3)  Non-Labor  Costs  (e.g.,  equipment/supply  costs,  facility  costs  such  as  rent, 
utilities)  These  data  were  to  be  provided  for  the  last  complete  calendar  or  fiscal  year  Practices  were 
instructed  to  exclude  salaries  and  fringe  benefits  of  physicians  and  other  providers  who  can  bill  directly 
to  Medicare.  In  addition,  questions  were  included  in  the  survey  to  capture  separately  the  costs  associated 
with  revenue-generating  services  (e.g.,  pharmacy,  optician  services)  not  covered  by  Medicare,  in  order  to 
enable  analysts  to  deduct  them  from  the  overall  practice  cost  figures. 

Every  effort  was  made  to  minimize  the  number  of  cost-related  questions  in  the  survey.  However,  during 
the  design  phase  of  this  project,  alternative  overhead  cost  allocation  methodologies  were  recommended 
by  different  researchers: 

Work  and/or  Direct  Costs.  Some  methods  allocate  overhead  costs  based  on  the  physician 
work  and/or  direct  costs  associated  with  a  service. 

Step-down.  The  step-down  methodology  allocates  different  categories  of  overhead  costs 
according  to  different  rules  (e.g.,  space  is  allocated  according  to  intensity  of  use,  while 
billing  is  assigned  uniformly  across  all  services) 

Practice  Characteristics-Based  Lump  Sum  Payment  This  approach  recognizes 
overhead  costs  as  being  truly  fixed,  ignores  the  problem  of  allocating  by  service,  and 
calculates  a  preset  aggregate  payment  based  on  practices'  characteristics  Multivariate 
regression  is  used  to  determine  the  importance  of  each  practice  characteristic  in  establishing 
the  basis  of  the  payment  formula. 

•     Cost  Function  A  statistical  regression  approach  can  also  be  used  to  allocate  overhead  costs 
to  particular  services.  Cost  functions  are  used  to  explain  variation  in  practice-level  costs 
based  on  diversity  in  the  mix  of  services  produced  and  the  costs  of  the  inputs  required  to 
provide  those  services.  In  addition,  cost  function  models  can  be  used  to  assign  overhead 
costs  to  broad  classes  of  services. 

The  surv  ey  was  designed  to  accommodate  these  competing  methodologies,  each  of  which  has  a  distinct 
definition  of  overhead  costs  and  requires  specific  data  elements  on  practice  costs,  a  factor  that  lengthened 
the  survey  instrument  considerably.  However,  to  simplify  the  completion  of  the  survey,  these  cost-related 
questions  were  specifically  designed  to  be  based  on  readily  available  information  (e.g.,  recent  tax  records 
or  financial  statements). 
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2.2.3     Section  3:  Practice  Service-Mix  Data 


In  Section  3  of  the  survey,  practices  were  asked  to  report  total  services,  by  CPT-4  and  HCPCS  code 
provided  during  the  cost  reporting  year.  Separate  counts  were  requested  for  services  performed  in  the 
provider 's  office  and  for  services  performed  out-of-office. 

Although  instructions  emphasized  that  practices  should  submit  the  service-mix  data  on  a  computer 
diskette  according  to  a  specified  format  that  would  clearly  delineate  the  volume  of  each  service  performed 
m  and  out  of  the  office  (See  Survey  in  Appendix  A,  pages  16-19),  practices  were  offered  the  option  of 
submitting  these  data  on  paper  copy.  In  addition,  based  on  feedback  from  the  medical  community,  Abt 
anticipated  that  some  practices  would  have  difficulty  compiling  separate  counts  of  the  number  of  services 
performed  in  both  the  in-  and  out-of-office  settings.  These  practices  were  given  the  alternative  of 
submitting  their  top  25  services  by  volume,  with  an  estimate  of  the  percentage  of  services  done  in  the 
office  and  out  of  the  office  (See  Survey  of  Practice  Costs,  page  18-19). 

Service-mix  data  were  to  be  used  for  estimating  specific  allocations  of  indirect  costs  to  individual 
procedures.  As  a  central  feature  of  the  research  design,  these  data  were  to  be  used  to  assess  the  validity 
of  the  CPEP-generated  direct  cost  estimates.4 

2.2.4     Section  4:  Summary  Information 

Section  4  of  the  survey  was  devised  to  collect  data  on  the  following:  (1)  the  time  the  practice  spent  on 
completing  the  survey,  (2)  whether  data  were  retrieved  from  hard-copy  or  computerized  records;  (3) 
whether  an  accountant  or  billing  service  assisted  in  the  survey's  completion;  and  (4)  the  respondent's 
name  and  phone  number.  The  first  three  items  were  included  to  enable  analysts  to  assess  the  length  of 
the  survey  and  associated  respondent  burden.  Findings  were  intended  to  be  used  in  the  design  of  future 
(HCFA)  practice  cost  studies.  The  fourth  item  was  included  to  facilitate  further  data  retrieval  and  follow- 
up  efforts. 

2.3    The  Medical  Community's  Role  in  Survey  Development 

The  design  of  this  project  specifically  incorporated  appropriate  methods  for  securing  input  from  various 
medical  organizations  and  individuals  with  experience  in  analyzing  physician  practice  costs  This  was 
accomplished  through  the  convening  of  a  Technical  Expert  Group  (TEG)  that  advised  on  all  aspects  of 
the  project,  including  the  survey.  Informational  meetings  were  organized  for  medical  specialty'  societies 
that  were  offered  the  opportunity  to  submit  comments  on  the  survey  instrument.  In  addition,  a  pilot  test 
of  the  survey  was  conducted  with  several  practices.  The  contributions  made  by  the  TEG,  medical 
societies,  and  pilot  test  participants  in  the  survey  development  are  discussed  in  the  following  sections 


4  Validation  of  the  direct  cost  estimates  obtained  from  the  CPEPs  was  to  be  accomplished  by  comparing  two  numbers:  ( 1 )  the  total  volume 
of  each  physician  service  provided  by  a  practice,  multiplied  by  the  estimated  practice  expense  payment  for  that  service  and  summed  to  the 
practice  level,  and  (2)  actual  aggregate  practice  expenses  reported  in  the  survey. 
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2.3.1     Technical  Expert  Group  (TEG) 


The  Technical  Expert  Group  (TEG)  was  comprised  of  a  total  of  14  researchers  and  other  experts  on  the 
Medicare  Fee  Schedule  and  physician  practice  expenses,  as  well  as  members  of  the  medical  community 
representing  clinical  (e.g.,  physician)  and  administrative  (e.g.,  practice  manager)  personnel.  A  list  of  the 
TEG  members  is  mcluded  as  Appendix  C.  The  TEG  was  convened  twice  for  one-day  meetings  during 
the  project's  design  phase.  The  first  meeting  was  held  on  May  31,  1995  in  Washington  DC,  and  the 
second  meeting  was  held  on  July  25,  1995  in  Baltimore,  MD. 

In  preparation  for  each  of  these  meetings,  TEG  members  were  sent  briefing  materials,  including  the 
survey  instrument  and  documentation  on  the  sampling  plan,  for  their  review.  During  the  meetings,  the 
TEG  was  asked  to  raise  any  questions/concerns  on  the  data  collection  design  and  provide 
recommendations  for  improving  the  proposed  data  collection  approach.  The  TEG  provided  substantial 
input  on  several  aspects  of  the  survey. 

The  key  recommendations  from  the  TEG  related  to  issues  pertaining  to  the  sample  design,  eligibility  to 
participate  in  the  survey,  and  inclusion  of  appropriate  questions  to  enable  researchers  to  test  alternative 
approaches  for  allocating  overhead  costs  to  specific  services.  For  example,  with  respect  to  the  sample 
design,  the  TEG  suggested  that  academic  practices  should  be  included  in  the  survey  sample,  as  these 
practices  are  competing  for  patients  with  other  types  of  practices.  In  addition,  the  TEG  emphasized  that 
guidelines  should  be  established  for  selecting  practices  that  are  new  or  have  merged  with  other  practices 
Eligibility  criteria  were  subsequently  developed  to  address  this  concern  (See  Section  3.5).  As  explained 
above,  some  TEG  members  also  stressed  that  several  overhead  cost  allocation  methodologies  could  be 
used  in  deriving  service-specific  overhead  cost  estimates.  Therefore,  these  TEG  members  recommended 
additional  survey  questions  to  ensure  that  each  of  these  approaches  could  be  effectively  tested  Other 
TEG  members  expressed  concern  over  the  potentially  negative  effects  of  a  long  and  complex  survey 
instrument  on  response  rates  and,  therefore,  on  the  validity  of  data  from  the  survey 

2.3.2     Comments  from  Medical  Societies 

The  medical  community  was  extremely  active  and  supportive  in  providing  input  and  comments  on  the 
data  collection  instruments  and  methodology  for  this  project.  Over  130  medical  societies  were  invited  to 
an  informational  public  meeting  on  June  13,  1995,  in  Washington,  D  C.  during  which  an  overview  of  the 
project  and  planned  data  collection  strategies  were  presented.  Questions  from  the  societies  were 
addressed  at  this  meeting.  In  addition,  a  draft  of  the  Survey  of  Practice  Costs  was  distributed  to  the 
medical  societies  and  provider  organizations  in  attendance  for  review  and  comment. 

Approximately  50  medical  societies  and  other  provider  organizations  subsequently  submitted  written 
comments  about  the  overall  research  design  and  data  collection  approach,  as  well  as  specific  item-by- 
item  comments  on  the  questionnaire.  Appendix  D  includes  a  synthesis  of  these  comments,  which  were 
used  as  the  basis  for  further  refining  and  editing  the  survey.  The  majority  of  the  comments  on  the  surv  ey 
clustered  into  the  following  areas: 

772e  cost-related  questions  require  a  level  of  detail  that  cannot  be  provided  from  the 
practice 's  financial  records.  For  example,  the  draft  survey  asked  practices  to  report 
separate  labor  costs  for  management,  administrative,  and  other  support  personnel  Several 
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organizations  commented  that  practices  aggregate  these  costs  into  a  single  category  for 
administrative  staff.  Therefore,  these  three  categories  were  subsequently  collapsed  into  one 
question  for  non-clinical  administrative  and  clerical  staff. 

•  The  instructions  require  further  clarification  on  how  to  complete  certain  items.  For 
instance,  some  societies  asked  for  a  better  definition  of  what  should  be  included  in  "total 
facility  costs"  (e.g.,  rent,  mortgage  payments,  utilities) 

•  The  service-mix  data  could  not  be  provided  as  requested  in  the  survey.  Several 
organizations  noted  that  some  practices  may  not  be  able  to  provide  a  detailed  breakdown  of 
their  service  volumes,  particularly  by  site-of-service.  To  accommodate  such  practices,  an 
option  was  included  in  the  survey  for  listing  the  top  25  services  by  volume  and  estimating 
for  each  of  these  services  the  proportion  performed  in  and  out  of  the  office. 

Some  societies  raised  concerns  over  the  overall  data  collection  approach.  While  these  comments  were 
given  serious  consideration,  the  methodology  that  was  developed,  with  input  from  several  health  services 
researchers  and  other  members  of  the  medical  community,  seemed  to  be  the  most  effective  approach  for 
obtaining  complex  practice  cost  data. 

2.4    Pilot  Test 

A  small  pretest  of  the  survey  questionnaire  was  conducted  in  August  and  September  of  1995  For  this 
test,  practices  that  varied  according  to  size  (solo  or  group)  and  specialty  were  selected  to  ensure  a 
distribution  of  practice  types  Seven  practices  completed  the  pilot  instrument  Table  1  shows  the 
response  to  the  pretest  by  type  of  practice.  Respondents  were  interviewed  by  telephone  after  returning 
the  completed  survey  During  these  debriefings,  the  practices  were  questioned  about  each  section  of  the 
questionnaire  and  were  asked  to  assess  the  clarity  of  the  items  on  the  survey  and  how  long  it  would  take 
to  complete  each  section  Several  of  the  comments  made  by  the  pilot  test  respondents  were 


Table  1 

Response  Rates  for  Pretest  by  Type  of  Practice 


Completed 

Practice  Type 

Questionnaires 

Solo  Practice 

2 

Small  Group  Practice 

2 

Large  Group  Practice 

1 

Faculty  Practice  Plan 

1 

Non-Physician  Practice 

1 

TOTAL 

7 
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similar  to  the  comments  that  were  received  from  the  medical  societies  and  other  organizations, 
particularly  with  respect  to  the  level  of  detail  required  by  the  survey  questions.  Possible  changes  to  the 
survey  were  discussed  with  the  respondents,  who  were  also  asked  to  estimate  the  reduction  in  time  that 
would  result  if  changes  were  implemented  to  simplify  the  collection  of  the  practice  cost  data  (e  g., 
collapsing  separate  questions  for  labor  costs  of  different  types  of  administrative  staff  into  one  question) 
The  estimated  burden  on  respondents  for  the  full-scale  study  was  calculated  from  these  responses. 
Based  upon  the  pretest  feedback,  the  questionnaire  was  shortened  so  that  respondent  burden  was  reduced 
by  approximately  25%  (from  16  hours  to  12  hours)  to  complete  the  survey. 

2.5    OMB  Approval 

As  with  any  large-scale  government  sponsored  data  collection  effort,  authorization  from  the  Office  of 
Management  Budget  (OMB)  was  required  to  field  the  Survey  of  Practice  Costs.  After  revising  the  survey 
and  sample  design  in  response  to  the  input  obtained  from  the  TEG,  medical  societies,  and  pilot  test 
respondents,  the  survey  materials  were  submitted  to  OMB  for  review  in  September  1995.  A  copy  of  the 
materials  submitted  to  OMB  is  included  as  Appendix  E. 

In  January  1996,  OMB  responded  by  requiring  that  the  survey  be  implemented  incrementally,  beginning 
with  one  quarter  of  the  sample.  The  original  survey  design  called  for  the  sample  to  be  fielded  in  a  series 
of  four  "replicates"  (approximately  1,500  practices  in  each  replicate)  over  a  period  of  four  weeks  at  the 
beginning  of  the  field  period  Concerned  about  potentially  low  survey  response  rates,  OMB  granted 
clearance  for  Abt  to  conduct  the  first  replicate  only  as  a  pilot  test.  Moreover,  OMB  required  analysis  of 
response  rates  and  bias  from  this  replicate  before  continuing  with  the  remaining  replicates  OMB 
expressed  serious  concern  over  the  burdensome  nature  of  the  survey  and  stressed  the  importance  of  a 
high  response  rate  in  order  to  produce  valid  data.  OMB  concluded  that  if  a  high  response  rate  (80%)  was 
not  achieved  in  the  first  replicate,  the  methodology  for  fielding  the  subsequent  replicates  would  need  to 
be  reassessed. 
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3.0  Sampling  Methods 


This  chapter  provides  an  overview  of  the  respondent  universe  and  data  sources  utilized  in  selecting  the 
sample  of  practices  for  the  Survey  of  Practice  Costs.  The  use  of  stratification  in  the  sample  design  and 
the  breakdown  of  the  total  sample  by  each  of  the  strata  are  discussed  in  Sections  3  .3  through  3  .4.  The 
characteristics  of  the  first  replicate  are  described  m  Section  3.5.  This  chapter  concludes  with  a  discussion 
of  the  eligibility  criteria  that  were  used  to  determine  if  a  sampled  practice  was  eligible  to  participate  in  the 
study. 

3.1  Respondent  Universe 

Since  the  purpose  of  the  survey  was  to  collect  cost  and  service-mix  data  at  the  practice  level,  the 
sampling  unit  was  the  practice.  The  universe  for  the  survey  was  all  non-Federal  direct-patient  care 
practices  that  offered  serv  ices  of  physicians  (MDs  and  DOs).  The  sample  was  not  limited  to  only  those 
practices  or  parts  of  practices  that  are  specific  to  the  Medicare  program  Therefore,  some  medical 
practices  with  a  base  of  patients  who  are  not  recipients  of  Medicare  benefits  were  incorporated  into  the 
respondent  universe.  An  example  of  this  would  be  a  medical  practice  focusing  on  pediatric  services. 
Some  non-physician  providers  were  also  mcluded  in  the  study  to  ensure  that  the  breadth  of  the  survey 
encompassed  various  types  of  practices  that  contribute  to  the  provision  of  services  on  the  Fee  Schedule 
These  non-physician  practices  mcluded  optometrists,  physical  therapists,  podiatrists,  and  clinical 
psychologists.  For  the  purposes  of  this  survey,  the  practices  were  sampled  from  the  50  States,  the 
District  of  Columbia,  and  Puerto  Rico.  Several  different  sources  were  used  to  capture  the  universe  of 
practices  as  described  in  the  following  sections. 

3.2  The  Sampling  Frame 

There  were  two  separate  data  sources  utilized  in  the  selection  of  the  physician  practices,  both  of  which 
were  provided  by  the  American  Medical  Association  (AMA).  The  sampling  frames  for  the  non-physician 
practices  were  developed  from  the  membership  lists  of  their  respective  associations,  as  discussed  below. 

3.2.1     Physician  Practices 

The  sampling  frame  for  physician  practices  was  developed  from  two  related  data  bases  maintained  by  the 
American  Medical  Association.  The  first  is  a  list  of  all  physician  group  practices,  defined  as  three  or 
more  physicians,  in  the  AMA's  Census  of  Medical  Groups  (CMG).  The  second  AMA  resource  is  the 
Physician  Masterfile.  which  provides  a  comprehensive  list  of  physicians  in  the  country.  Thus,  the 
sampling  frame  was  constructed  from  the  CMG's  list  of  group  practices  of  3  or  more  physicians  and  the 
physicians  in  the  Masterfile  that  indicated  they  are  in  one-  or  two-physician  practices. 

Physician  groups  included  in  the  CMG  data  set  are  identified  through  a  number  of  sources,  primarily 
through  the  AMA's  Census  of  Physicians'  Professional  Activities  (PPA  Census),  but  also  from 
membership  files  maintained  by  the  Medical  Group  Management  Association  (MGMA)  and  the 
American  Group  Physician  Association  (AGPA).  The  AMA's  Census  of  Medical  Groups  was  first 
completed  in  1965  and  was  updated  in  1969,  1975,  and  1980.  Since  1984.  the  database  has  been  linked 
to  the  Physician  Masterfile  and  has  been  updated  continuously  as  groups  are  identified  through  the  PPA 
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Census  and  other  sources.  The  CMG  data  set  that  the  AMA  provided  for  this  study  was  updated  with 
census  data  through  December  1995. 

The  AMA's  Physician  Masterfile  provides  a  comprehensive  list  of  physicians  in  the  United  States  A 
record  is  initiated  in  the  Masterfile  when  a  student  enters  medical  school  in  the  United  States.  As 
students  graduate  and  enter  residency  programs,  Masterfile  records  are  updated  through  an  annual  census 
of  graduate  medical  education  programs.  Throughout  physicians'  careers,  the  AMA  continues  to 
maintain  records  in  the  Physician  Masterfile  through  a  network  of  institutional  data  houses  including  the 
National  Board  of  Medical  Examiners,  the  American  Board  of  Medical  Specialties,  medical  societies, 
state  licensing  agencies,  the  Surgeon  General's  office,  and  other  sources  of  physician  credentials  and 
location. 

One  of  the  primary  benefits  of  using  the  CMG  and  Physician  Masterfile  was  that  these  files  contained 
data  on  basic  classification  variables  such  as:  practice  size  (number  of  physicians  in  a  group  practice), 
specialty,  and  geographic  location  by  census  region  as  well  as  urbanicity  (i.e.,  urban/rural  area).  This 
information  was  critical  to  the  stratification  of  the  physician  sample,  as  explained  in  Section  3.3 

Although  both  of  the  AMA  listings  were  believed  to  be  complete,  current,  and  of  high-quality,  a  careful 
review  of  these  data  sets  was  completed  to  identify  duplication  of  practices  within  and  between  the  two 
files.  In  addition,  to  the  extent  feasible,  the  classification  information  was  examined  for  accuracy  (e.g.,  a 
practice  with  a  metropolitan  address  classified  as  urban  rather  than  rural) 

3.2.2     Non-Physician  Provider  Practices 

Unlike  the  resources  from  the  AMA,  there  exists  no  central  source  of  data  on  the  non-physician  providers 
identified  for  inclusion  in  this  study.  As  a  result,  separate  sampling  frames  for  each  of  the  four  non- 
physician  providers  (optometrists,  physical  therapists,  podiatrists,  and  clinical  psychologists)  were 
constructed  from  the  membership  lists  of  their  respective  professional  societies:  American  Optometnc 
Association,  American  Physical  Therapy  Association,  American  Podiatnc  Medical  Association. 
American  Psychological  Association. 

These  societies  proved  to  be  the  best  available  source  from  which  to  compile  a  sampling  frame  A 
concern  with  any  membership  list  is  that  the  members  are  a  self-selected  group  and  may  differ  in  some 
important  ways  from  non-members.  However,  these  frames  were  estimated  to  include  80-90%  coverage 
of  the  universe  of  non-physician  providers.  As  with  the  AMA  files,  these  membership  lists  were 
examined  to  pinpoint  and  correct  for  any  duplication  of  practices 

3.3    Stratification  of  Sample 

Stratification  is  an  effective  tool  that  is  often  used  in  sample  designs  to  minimize  the  within  strata 
variability  of  the  characteristic  of  interest,  while  at  the  same  time,  maximizing  the  across-strata 
variability.  The  sample  for  the  Survey  of  Practice  Costs  was  developed  based  on  4  strata:  ( 1 )  practice 
size,  (2)  specialty  composition,  (3)  urbanicity,  and  (4)  geographic  region.  Because  the  membership  lists 
lacked  the  appropriate  classification  variables,  this  stratification  was  not  used  to  sample  non-physician 
practices.  The  stratification  scheme  is  discussed  in  more  detail  below. 
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3.3.1  Purpose  of  Stratification  in  Sample  Development 

There  were  two  primary  reasons  why  stratification  was  employed  in  the  sampling  plan  for  physician 
practices.  First,  stratification  ensures  that  the  full  spectrum  of  practices  was  represented  in  the  sample 
If  the  study  relied  instead  on  an  unstratified  design  (a  simple  random  sample),  all  practices  would  have 
the  same  selection  probability.  By  chance,  this  could  result  in  a  sample  that  omits  certain  groups  of 
physicians  that  should  be  included  m  the  study.  Relatively  rare  but  substantively  interesting 
practices — such  as  large  groups,  rural  practices,  and  some  specialty  practices —  would  very  likely  be 
missing  from  the  sample  and  the  subsequent  analyses.  Stratification  assures  that  such  practices  will  be 
represented  with  appropriate  sample  weights  to  compensate  for  unequal  probabilities  of  selection 

The  second  purpose  of  stratification  is  to  increase  the  precision  of  the  estimates  as  compared  with  a 
simple  random  sample.  Stratification  creates  categories  of  practices  that  are  homogeneous  with  respect 
to  characteristics  of  interest.  Since  the  categories  are  homogeneous,  they  may  be  represented  in  the 
sample  by  relatively  few  practices.  Compared  with  a  simple  random  sample,  this  feature  of  stratification 
enhances  the  efficiency  of  the  sample  design  both  within  strata  and  for  the  entire  sample,  because 
practices  are  more  likely  to  represent  the  categories  from  which  they  were  selected 

In  this  survey,  the  characteristics  of  interest  are  the  various  overhead  costs  associated  with  the  provision 
of  specific  services.  Since  there  are  no  existing  data  on  service-specific  overhead  costs  and  practice 
characteristics,  it  is  difficult,  a  priori,  to  identify  practice  characteristics  definitively  correlated  with 
measures  of  interest.  In  order  to  construct  the  practice  categories,  or  strata,  that  are  likely  to  be 
homogeneous  with  respect  to  these  costs,  four  variables  were  identified  that  were  expected  to  correlate 
with  varying  levels  of  practice  expenses:  practice  size,  service-mix,  and  location  by  region  and  urbanicity 
These  variables  are  defined  in  the  following  section. 

3.3.2  Stratification  Variables 

Two  variables  thought  to  have  the  largest  impact  on  service-specific  overhead  costs  are  practice  size  and 
service-mix.  Therefore,  stratifying  practices  by  size  and  service-mix  was  deemed  critical  to  the  sample 
selection  process  Size  of  practice,  defined  by  number  of  providers  in  the  practice,  is  a  straightforward 
measure  and  was  available  from  the  AMA's  data  resources.  However,  since  the  overall  service-mix 
(Medicare  plus  other  payers)  at  the  practice  level  (as  opposed  to  the  provider  level)  was  not  known  before 
sampling,  the  specialty  composition  of  the  practice  was  used  as  a  proxy  In  addition  to  these  variables,  a 
stratification  variable  for  regional  representation  was  defined  to  ensure  that  regional  differences,  if  any, 
were  reflected  in  the  sample  Finally,  urbanicity  was  also  thought  to  have  an  impact  on  practice  expenses 
and  was  therefore  incorporated  into  the  stratification  scheme.  For  purposes  of  sample  selection,  a 
stratum  was  defined  by  cross-categories  of  these  four  variables. 

The  membership  lists  from  the  non-physician  societies  contained  only  individual  provider  membership 
records,  which  meant  that  practice  size  could  not  be  used  for  stratification  of  these  practices  This  was 
not  considered  a  large  problem  in  that  many  of  these  professionals  are  believed  to  be  in  solo  practice 
Non-solo  practices  could  be  identified  at  the  point  of  initial  contact  with  the  practice,  and  the  practice 
expense  measurement  could  be  done  at  the  practice  level.  In  addition,  the  membership  records  did  not 
include  variables  for  region  and  urbanicity.  Therefore,  the  stratification  variables  used  in  developing  the 
physician  sample  were  not  applied  to  the  selection  of  the  non-physician  sample 
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Below  is  a  detailed  description  of  the  4  stratification  variables  that  were  utilized  in  selecting  the  physician 
sample. 

Practice  Size 

As  noted  above,  the  size  of  a  practice  is  defined  as  the  number  of  physicians  in  that  practice.  Physician 
practices  for  the  survey  sample  were  categorized  into  one  of  the  following  size  categories: 

Solo  practice, 

2  physician  practice, 

3-4  physician  practice, 

5-9  physician  practice, 

10-49  physician  practice,  and 

50+  physician  practices. 

Specialty 

The  26  single-specialty  category  system  included  in  the  AMA's  Census  of  Medical  Groups  file  was 
adopted  as  the  basis  for  stratification  of  physician  practices  in  this  study.  These  26  categories  are 
displayed  in  the  left  hand  column  of  Table  2.  This  classification  system  was  adjusted  slightly  for  the 
Survey  of  Practice  Costs.  Radiation  oncology  and  radiology  were  collapsed  into  one  specialty  category 
(radiology),  and  thoracic  surgery  was  collapsed  into  general  surgery.  A  total  of  24  single-specialty 
categories  were  delineated  for  stratification  purposes,  as  listed  in  Table  3. 

For  stratifying  practices  that  have  multiple  specialties,  the  following  procedure  was  adopted  First,  the 
specialties  were  grouped  according  to  the  four  category  system  used  by  the  AMA,  which  summarizes 
specialties  into  General  Practice,  Medical  Specialty,  Surgical  Specialty,  and  Other  Specialty  categories  5 
From  this,  15  categories  were  derived  using  all  possible  combinations  of  these  four  basic  groups  6  Multi- 
specialty'  practices  were  then  assigned  to  these  groups  according  to  the  specialties  represented  in  the 
practice.  When  the  number  of  practices  was  examined  within  each  of  these  specialty  groups,  some 
specialties  had  too  few  practices  to  merit  their  own  category  Based  on  this  analysis,  Abt  decided  to 
combine  some  specialty  groups  to  form  a  more  balanced  stratification  scheme  The  1 5  multi-specialty 
categories  were  reduced  to  9  categories.7  These  9  categories,  when  combined  with  the  24  single  specialty 
categories  resulted  in  a  stratification  scheme  with  a  total  of  33  categories  as  illustrated  in  Table  3 


5  General  practice  includes  family  practice  and  other  primary  care  specialties. 

6  The  1 5  categories  that  were  derived  are  as  follows:  ( 1 )  primary  care  specialty  only,  (2)  primary  care  and  medical  specialty.  (3)  primary 
care  and  surgical  specialty,  (4)  medical  specialty  only,  (5)  surgical  specialty  only,  (6)  medical  and  surgical  specialty,  (7)  primary,  medical 
and  surgical  specialty,  (8)  medical  and  other  specialty,  (9)  surgical  and  other  specialty,  (10)  surgical,  medical  and  other  specialty,  (11) 
primary  and  other  specialty,  (12)  primary,  medical,  and  other  specialty,  (13)  primary,  surgical  and  other  specialty,  (14)  primary,  medical, 
surgical,  and  other  specialty,  and  (15)  other  specialty. 

7  The  "medical  specialty  only",  "  surgical  specialty  only",  and  "medical  and  surgical  specialty"  categories  were  collapsed  into  one  category 
for  "medical  and/or  surgical  specialty".  In  addition  one  category,  "other  specialty  and  primary  and/or  medical  and/or  surgical  specialty", 
was  created  to  incorporate  each  of  the  following  categories:  "medical  and  other  specialty",  "surgical  and  other  specialty",  "surgical, 
medical  and  other  specialty",  "primary  and  other  specialty",  "primary,  medical,  and  other  specialty",  "primary,  surgical  and  other 
specialty". 
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Table  2 
AMA  Specialty  Categories 


AMA  Single  Specialty 
Category 

AMA  Aggregate  Specialty 
Category 

General  Practice 

General  Practice 

General  Surgery 
Neurological  Surgery 
Obstetrics  and  Gynecology 
Ophthalmology 
Orthopaedic  Surgery 
Otolaryngology 
Plastic  Surgery 
Thoracic  Surgery 
Urological  Surgery 

Surgical  Specialties 

Allergy  and  Immunology 
Cardiovascular  Disease 
Gastroenterology 
Internal  Medicine 
Pediatrics 

Pulmonary  Diseases 

Medical  Specialties 

Anesthesiology 
Dermatology 

Anatomic/Clinical  Pathology 

Diagnostic  Radiology 

Radiation  Oncology 

Emergency  Medicine 

Neurology 

Psychiatry 

Other 

Other  Specialty 
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Table  3 

Abt  Specialty  Categories  Used  for  Stratification 


Abt  Single  Specialty  Categories  Used 
for  Stratification 

Abt  Multi-Specialty  Categories  Used  for 

—  ■  -.    It                J  o 

Stratification 

Allergy 

Primary  Care  Only 

Anesthesiology 

Primary  Care  and  Medical  Specialty 

Anatomic/Clinical  Pathology 

Primary  Care  and  Surgical  Specialty 

Cardiovascular  Disease 

Medical  and/or  Surgical  Specialty 

Dermatology 

Primary  Care,  Medical  and  Surgical  Specialty 

Diagnostic  Radiology 

Other  Specialty  and  Primary  Care  and/or 

Emergency  Medicine 

Medical  and/or  Surgical  Specialty 

Gastroenterology 

Primary  Care,  Medical,  Surgical  and  Other 

General/Family  Practice 

Specialty 

General  Surgery 

Other  Multi-Specialty 

Internal  Medicine 

Specialty  Not  Available 

Neurological  Surgery 

Neurology 

Obstetrics  &  Gynecology 

Ophthalmology 

Orthopaedic  Surgery 

Otolaryngology 

Pediatrics 

Plastic  Surgery 

Psychiatry 

Pulmonary  Disease 

Radiology 

Urological  Surgery 

Other  Single-Specialty 
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Region  and  Urbanicity 

Initial  plans  called  for  the  ten  census  regions/divisions  used  by  the  U.S.  Bureau  of  Census  as  a 
stratification  scheme.  However,  when  the  number  of  physician  practices  within  each  of  these  regions  was 
examined  based  on  the  AMA  data,  some  regions  had  too  few  practices  to  merit  their  own  category  This 
analysis  suggested  collapsing  some  regions  together  to  form  a  more  balanced  stratification  scheme.8  The 
final  categorization  included  the  following  regions: 

New  England, 
Middle  Atlantic, 
•     North  Central, 
South  East, 
West  South  Central, 
Mountain,  and 
Pacific 

There  were  only  two  categories  for  urbanicity:  rural  and  urban.  Practices  located  in  Metropolitan 
Statistical  Areas  (MSAs),  as  defined  by  OMB,  were  considered  urban,  and  all  others  rural  Each  of  the  4 
major  stratification  variables  defined  in  the  previous  sections  were  systemically  employed  to  draw  a 
stratified  random  sample  of  practices  from  the  50  states,  the  District  of  Columbia,  and  Puerto  Rico 

3.4    Selecting  the  Sample 

Of  the  four  stratification  variables  used  in  developing  the  sample  for  the  Survey  of  Practice  Costs, 
practice  size  was  considered  the  most  important  variable  for  estimating  service-specific  overhead  costs 
As  described  in  Section  3.3,  six  categories  were  delineated  to  designate  the  following  practice  sizes:  solo, 
2  physician,  3-4  physician,  5-9  physician,  10-49  physician,  and  50  or  more  physicians  This  distribution 
of  practice  sizes  had  a  large  number  of  physicians  at  both  extremes  of  the  distribution  There  were  a 
large  number  of  physicians  in  solo  practices  and  also  a  large  number  of  physicians  in  practices  with  50  or 
more  physicians.  Since  more  services  are  performed  by  physicians  in  large  practices  and  the  average 
service-specific  cost  estimates  are  influenced  to  a  greater  extent  by  larger  practices  because  of  the 
frequency  with  which  the  services  are  performed,  all  physician  practices  with  50  or  more  physicians  were 
included  in  the  sample  with  certainty  The  remaining  sample  was  allocated  proportionately  to  the  other 
size  groups  using  an  adjustment  designed  to  reduce  the  sample  of  solo  practices  and  increase  the  sample 
of  mid-size  practices.9 


8  The  10  Census  regions  are  as  follows:  New  England,  Middle  Atlantic,  East  North  Central,  West  North  Central,  East  South  Central,  South 
Atlantic,  West  South  Central,  Mountain,  Pacific,  and  Possessions  (Puerto  Rico,  Virgin  Islands,  Pacific  Islands).  The  East  and  West  North 
Central  regions  were  combined  into  one  category  for  North  Central.  The  East  South  Central  and  South  Atlantic  regions  were  collapsed 
into  one  category  for  South  East.  Of  the  possessions,  only  Puerto  Rico  was  included  in  sample  selection,  therefore,  the  Possessions  region 
was  collapsed  into  the  South  East. 

9  Power  allocation  was  the  method  used  in  developing  the  sample.  Using  this  methodology,  the  sample  was  allocated  to  each  practice  size 
group  in  proportion  to  a  measure  of  size  obtained  by  multiplying  the  number  of  practices  in  each  group  by  the  average  number  of 
physicians  in  that  group  raised  to  the  power  of  2/3.  An  allocation  purely  in  proportion  to  either  the  total  number  of  practices  or  to  the  total 
number  of  physicians  in  each  group  would  have  led  to  distorted  allocations.  In  the  one  case,  it  would  have  resulted  in  an  abundance  of  solo 
practices  in  the  sample  and  in  the  other  case,  would  have  resulted  in  an  excess  of  larger  practices.  The  adjustment  of  2/3  power  was  a 
compromise  between  these  two  imbalances. 
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Sampling  weights  were  determined  for  each  size  group  based  on  this  allocation  method  The  total  sample 
in  each  size  group  was  allocated  to  the  different  strata  formed  by  the  cross  classification  of  the  other  three 
stratification  variables  using  proportional  allocation.  That  is,  the  total  sample  was  allocated  to  each 
stratum  in  proportion  to  the  total  number  of  practices  in  that  stratum  This  means  that  generally  there 
was  a  single  weight  determined  at  the  size  level  which  applied  to  all  practices  in  that  size  group, 
irrespective  of  specialty,  urbanicity  and  region.  This  method  of  proportional  allocation  is  efficient  if  there 
is  reason  to  believe  that  variability  in  average  service-specific  cost  between  strata  in  a  size  group  is  not 
large.  The  approximate  sampling  weights  for  each  size  group  are  provided  below  in  Table  4 


Table  4 

Sampling  Weights  for  Practice  Size  Categories 


Practice  Size 

Sampling  Weight 

Solo 

83.4 

2 

45.1 

3-4 

14.7 

5-9 

9.1 

10-49 

3.5 

50+ 

1.0 

Using  the  methodology  described  above,  a  stratified  random  sample  of  4,988  practices  was  drawn  from 
the  universe  of  physician  practices.  In  addition,  971  non-physician  practices  were  selected  for  a 
combined  sample  size  of  5,959  practices.  Table  5  displays  the  breakdown  of  the  sample  of  physician 
practices  by  the  four  strata.  As  noted  previously,  the  membership  lists  of  the  non-physician  practices  did 
not  include  information  on  practice  size,  region,  or  urban  location.  Therefore,  Table  6  simply  displays 
the  total  number  of  providers  selected  from  each  of  the  non-physician  groups 
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Table  5 

Distribution  of  Physician  Practices  in  Sample  by  Strata 


Percent  (%)  of 
Total  Physician 


Frequency 

Sample 

Census  Region 

New  England 

Ay  A 

^  Q 

j.y 

Middle  Atlantic 

7QO 

lay 

1  <  0 

1  JO 

North  Central 

l  lie 

1  ,  1  DO 

AA.o 

South  East 

1,233 

24.7 

West  South  Central 

439 

8.8 

Mountain 

304 

6.1 

Pacific 

793 

15.9 

Total 

4,988 

100.0 

Urbanicity 

Kurai 

by  A 

1  1  Q 

1 3.y 

Urban 

A  TOO 

QA  A 

84.4 

iNot  Avanaoie 

0  / 

1  7 

1 .  / 

Total 

4,988 

100.0 

Size  of  Practice 

Solo  Practice 

1,497 

30.0 

2-physician  Practice 

744 

14.9 

3-4  physician  Practice 

604 

12.1 

5-9  physician  Practice 

758 

15.2 

10-49  physician  Practice 

899 

18.0 

50  +  physician  Practice 

482 

9.7 

Not  Available* 

4 

0.1 

Total  Percent 

4,988 

100.0 

Specialty 

Single  Specialty 

Allergy 

45 

0.9 

Anesthesiology 

233 

4.7 

Cardiovascular  Diseases 

142 

2.8 

Dermatology 

73 

1.5 

Diagnostic  Radiology 

86 

1.7 

Emergency  Medicine 

137 

2.7 

Source:  Abt  Associates  Inc.  Survey  Management  System 


*Not  available  refers  to  practices  that  were  missing  the  designation  for  a  given 
stratification  variable.  In  developing  the  sample,  practices  were  stratified  by  size  first, 
then  by  specialty.  Practices  that  were  missing  the  size  or  specialty  designation  were 
identified,  and  a  small  portion  of  these  cases  were  selected  so  that  they  were  still 
represented  in  the  universe. 
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Table  5  (Continued) 
Distribution  of  Physician  Practices  in  Sample  by  Strata 


Percent  (%)  of 
Total  Physician 


Frequency 

Sample 

Specialty 

Single  Specialty  (Continued) 

Gastroenterology 

71 

1  4 

General/Family  Practice 

497 

10.0 

General  Surgery 

207 

4.1 

Internal  Medicine 

411 

8  2 

Neurological  Surgery 

43 

0.9 

Neurology 

65 

1.3 

Obstetrics/ Gynecology 

276 

5.5 

Ophthalmology 

164 

3.3 

Orthopaedic  Surgery 

184 

3.7 

Otolaryngology 

77 

1.5 

Anatomic/Clinical  Pathology 

104 

2.1 

Pediatrics 

228 

4.6 

Plastic  Surgery 

53 

1.1 

Psychiatry 

176 

3.5 

Pulmonary  Diseases 

40 

0.8 

Radiology 

138 

2.8 

Urological  Surgery 

93 

1.9 

Other  Single  Specialty 

389 

7.8 

Multi-specialty 

Primary  Care  Only 

73 

1.5 

Primary  Care  and  Medical 

57 

1.1 

Primary  Care  and  Surgical 

73 

1.5 

Medical  and/or  Surgical 

32 

0.6 

Primary  Care,  Medical  and  Surgical 

68 

1.4 

Other  and  Primary  Care  and/or 

Medical  and/or  Surgical 

138 

2.8 

Primary  Care,  Medical,  Surgical,  and 

Other 

285 

5.7 

Other  Multi-specialty 

35 

0.7 

Not  Available* 

295 

5.9 

Total 

4,988 

100 

Source:  Abt  Associates  Inc.  Survey  Management  System 


*Not  available  refers  to  practices  that  were  missing  the  designation  for  a  given 
stratification  variable.  In  developing  the  sample,  practices  were  stratified  by  size  first, 
then  by  specialty  Practices  that  were  missing  the  size  or  specialty  designation  were 
identified,  and  a  small  portion  of  these  cases  were  selected  so  that  they  were  still 
represented  in  the  universe. 
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Table  6 

Distribution  of  Non-Physician  Practices  in  Sample 


Type  of                                            Percent  (%)  of  Total 
Non-Physician                Number  in  Non-Physician 
 Practice  Sample  Sample  

Optometrist  270  27.8 

Physical  Therapist  215  22.1 

Podiatrist  270  27.8 

Clinical  Psychologist  216  22.3 

Total  971  100.0  

Source:  Abt  Associates  Inc.  Survey  Management  System 


3.5    Division  of  Sample  into  Replicates 

The  original  survey  design  called  for  the  sample  to  be  fielded  in  a  series  of  four  replicates  (approximately 
1,500  practices  in  each  replicate)  over  a  period  of  four  weeks  at  the  beginning  of  the  field  period,  in  order 
to  improve  the  scale  of  efficiency  m  the  data  collection  effort.  As  explained  in  Section  2.5,  due  to 
concerns  about  the  feasibility  of  achieving  a  high  enough  response  rate  (80%),  only  the  first  replicate  was 
fielded.  The  results  of  this  replicate  were  to  be  analyzed  to  determine  if  adjustments  were  required  in  the 
survey  methodology  before  continuing  with  the  remaining  replicates 

The  primary  objective  of  the  first  replicate  of  practices  was  to  estimate  both  the  practice  and  item 
(question-by-question)  non-response  rates,  as  well  as  the  ineligible  rates  In  order  to  draw  unbiased 
conclusions  about  the  total  sample  and  the  population,  approximately  1,500  of  the  4,988  physician 
practices  needed  to  be  in  the  first  replicate  (29.7%  of  the  physician  practices)  The  same  proportion  of 
cases  needed  to  be  selected  from  the  non-physician  sample  to  ensure  that  the  first  replicate  was  truly 
representative  of  the  overall  sample.  In  total,  replicate  1  had  1,772  practices  The  breakdown  of 
physician  versus  non-physician  practices  in  this  replicate  is  displayed  in  Table  7. 

Table  7 

Distribution  of  Physician  and  Non-Physician  Practices  in  Replicate  1 


Number  in  First 

Practice  Type 

Replicate 

Physician  Practices 

1,481 

Non-physician  Practices 

291 

Total  Practices 

1,772 

Source:  Abt  Associates  Inc.  Survey  Management  System 
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Table  8  displays  the  percentage  of  physician  practices  in  the  universe,  sample  and  first  replicate  by  each 
of  the  four  strata.  The  purpose  of  this  table  is  to  demonstrate  (for  each  strata)  that  the  percentage  of 
physician  practices  m  the  first  replicate  is  truly  representative  of  the  entire  physician  sample  Since  the 
four  stratifying  variables  were  obtained  from  the  AMA  physician  files,  Table  8  only  reflects  the 
percentages  for  the  physician  practices.  Table  9  displays  the  number  of  non-physician  practices  in  the 
sample  and  in  the  first  replicate.  As  noted  above,  the  sampling  method  under  sampled  the  very  large 
number  of  solo  practices  in  the  universe,  and  over  sampled  the  mid-  and  large-size  practices.  This 
distribution  more  appropriately  reflects  the  greater  volume  of  services  performed  by  the  larger  practices 

Table  8 


Comparison  of  Universe,  Sample,  and  Replicate  1  Physician  Practices 


universe  /o 

odllipic  /o 

Rf>nlirQt«>  1  %. 
IxcfJIlCalc  1  /o 

(N=l  72,958) 

(N=4,988) 

(N=l,481) 

Census  Region 

New  England 

5.9 

5.9 

5.6 

Middle  Atlantic 

19.6 

15.8 

15.5 

North  Central 

19.0 

22.8 

23.0 

South  East 

22.8 

24.7 

25.3 

West  South  Central 

9.9 

8.8 

8.0 

Mountain 

5.3 

6.1 

6.2 

Pacific 

17.4 

15.9 

16.5 

Total  Percent 

100.0 

100.0 

100.0 

Urbanicitv 

Rural 

14.5 

13.9 

14  1 

Urban 

84.4 

844 

84.3 

Not  Available* 

1.1 

1.7 

1.6 

Total  Percent 

100.0 

100.0 

100.0 

Size  of  Practice 

Solo  Practice 

80.2 

30.0 

30.0 

2  physician  Practice 

10.4 

14.9 

14.9 

3-4  physician  Practice 

4.2 

12.1 

12.2 

5-9  physician  Practice 

3.4 

15.2 

15.3 

10-49  physician  Practice 

1.4 

18.0 

18.0 

50  +  physician  Practice 

0.2 

9.7 

9.6 

Not  Available* 

0.1 

0.1 

0.0 

Total  Percent 

1000 

1 00.0 

1000 

Source:  Abt  Associates  Inc.  Survey  Management  System 


*Not  available  refers  to  practices  that  were  missing  the  designation  for  a  given  stratification  variable  In 
developing  the  sample,  practices  were  stratified  by  size  first,  then  by  specialty.  Practices  that  were  missing  the 
size  or  specialty  designation  were  identified,  and  a  small  portion  of  these  cases  were  selected  so  that  they  were 
still  represented  in  the  universe. 


10     The  universe  of  physician  practices  was  derived  from  a  combination  of  the  AMA  Census  of  Medical  Groups  (CMG)  and  Physician 
Masterfile  Group  practices,  defined  as  3  or  more  physicians,  were  selected  from  the  CMG  according  to  the  following  criteria:  the 
physicians  were  organized  as  a  legal  entity  in  which  business  and  clinical  functions  were  shared  and  the  practice  provided  the  services  of  an 
MD  or  DO.  The  Physician  Masterfile  was  used  to  select  physicians  who  spent  the  majority  of  their  time  in  solo  or  2-physician  practices; 
those  physicians  who  spent  the  majority  of  their  time  in  a  group  practice,  medical  school,  non-government  hospital,  and/or  government 
facility  were  excluded.  Practices  and  physicians  from  the  US  possessions  of  the  Virgin  Islands  and  Pacific  Islands  were  excluded  from  both 
files. 
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Table  8  (Continued) 


Comparison  of  Universe,  Sample,  and  Replicate  1  Physician  Practices 


Universe  % 

Sample  % 

Replicate  1  % 

(N=l  72,958) 

(N=4,988) 

(N=l,481) 

Snecialtv 

\iyiol p  \7ipci ni f\? 
lji  f  lilies  iJi/c  l  i  a  t  ly 

Allergv 

1.0 

0.9 

10 

Anesthesioloev 

3.8 

4.7 

4.6 

Cardiovascular  Diseases 

2.7 

2.8 

2.8 

nprmatnlnov 

2  4 

1.5 

Diagnostic  Radiology 

0.9 

1.7 

1.6 

Emergency  Medicine 

1.5 

2.7 

2.8 

Gastroenterology 

1.5 

1.4 

1.4 

General/Family  Practice 

17.1 

10.0 

10  1 

General  Sureerv 

7.3 

4.1 

4.3 

Internal  Medicine 

XI 1  Ivl  11U1   1  ~  Ivvllvll  X  w 

14.1 

8.2 

8.2 

Npiirnlncncal  Snrpprv 

0.8 

0  9 

0.9 

in  cm  vjiij^  v 

1  <; 

1  3 

1  4 

O  h  s  t  Ptn  c  s  /Crvn  pr  ni  n  ov 
ujLvli  iv  j'  v_i  y  iivvUiug y 

7.3 

5  5 

5.6 

Onhthalmolopv 

4.7 

3.3 

3.2 

Orthonaedic  Sureerv 

4.1 

3.7 

3.8 

Otolaryngology' 

2.2 

1.5 

1.5 

Anatomic/Clinical  Patholoev 

1.1 

2.1 

2.2 

Pediatrics 

5.5 

4.6 

4.5 

Plastic  Surgery 

1.6 

1.1 

1.1 

Psychiatry 

7.3 

3.5 

3.6 

Pulmonarv  Diseases 

A     Ull'lUllUl    >                J  vUOVJ 

0.9 

0.8 

0.8 

Radiolo$?v 

1.4 

2.8 

2.7 

T  Irnlnpical  Suroprv 

2.2 

1.9 

2.0 

Othpr  Sinplp  Snpcialtv 

5. 1 

7.8 

8  1 

Multi-speciolty 

Primary  Care  Onlv 

x  x  xx  x  xux  j    v   ui  w   vy  hit 

0.2 

1.5 

1.4 

Primarv  Care  and  Medical 

X    X  XX  X  XUX  *      V    Ui  W    UXXvt    1  •  X  VWit  w  Ul 

0.2 

1.1 

1.3 

Primarv  Carp  and  ^liirpical 

I    1  1111  CLl  \    V^ulvv  ullli  OtllglVvul 

0.2 

1  5 

1.5 

and/nr  ^nrpical 

.Vl^LilCUl   Uilvi/VJl    OU1  LILul 

0. 1 

0.6 

0.7 

Primarv  Care  Medical  and 

1    1111  lul  V          CU  V-  .    1  rlVUlvUl  .   CXX  1U 

^1  iroical 

O  Ul  i^lvUl 

0. 1 

1.4 

1.6 

Other  and  Primary  Care  and/or 

Medical  and/or  Surgical 

0.2 

2.8 

2.7 

Primary  Care,  Medical,  Surgical, 

and  Other 

0.2 

5.7 

5.7 

Other  Multi-specialty 

0.1 

0.7 

0.7 

Not  Available* 

0.7 

5.9 

4.8 

Total  Percent 

100  0 

100  0 

100.0 

Source:  Abl  Associates  Inc.  Survey  Management  System 


*Not  available  refers  to  practices  that  were  missing  the  designation  for  a  given  stratification  variable.  In 
developing  the  sample,  practices  were  stratified  by  size  first,  then  by  specialty.  Practices  that  were  missing  the 
size  or  specialty  designation  were  identified,  and  a  small  portion  of  these  cases  were  selected  so  that  they  were 
still  represented  in  the  universe. 
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Table  9 

Distribution  of  Non-Physician  Practices  in  Sample 
and  Replicate  1 


Type  of 
Non-Physician  Practice 

Number  in 
Sample 

Number  in 
Replicate  1 

Optometrist 

270 

81 

Physical  Therapist 

215 

64 

Podiatrist 

270 

81 

Clinical  Psychologist 

216 

65 

Total 

971 

291 

Source:  Abt  Associates  Inc.  Survey  Management  System 


3.6  Eligibility  Criteria 

Eligibility  criteria  were  established  to  determine  from  the  sample  of  physician  and  non-physician 
practices  which  practices  would  be  eligible  to  participate  in  the  study  Therefore,  all  of  the  practices 
selected  in  the  sample  were  not  necessarily  eligible  to  complete  the  survey  Using  the  TEG  s  input  as  a 
framework  (See  Section  2.3.1),  decision  rules  were  implemented  to  determine  the  eligibility  status  of  each 
sampled  practice: 

The  survey  was  intended  to  collect  historical  data  from  medical  practices  that  were  still  in 
existence.  If  a  practice  had  ceased  to  exist  as  the  entity  listed  on  our  sample  file,  the 
practice  was  ineligible.  This  included  practices  that  were  purchased  by  other  practices, 
practices  where  all  the  physicians  (or  non-physicians  for  the  four  non-physician  samples) 
had  retired  or  were  now  deceased,  and  practices  that  had  merged  with  another  practice 
and  formed  a  new  practice  Practices  that  had  changed  (e.g.,  had  a  practice  merge  into 
them),  but  still  retained  the  same  legal  identity  were  eligible. 

•  The  survey  data  were  supposed  to  pertain  to  the  practice's  last  fiscal  year  Therefore,  if 

the  practice  had  been  in  operation  for  less  than  twelve  months,  but  at  least  ten  months  of 
that  fiscal  year,  the  practice  was  eligible  to  participate  Any  practice  that  could  not 
provide  10  months  of  data  was  ineligible. 

Based  upon  these  criteria,  the  eligibility  rate  was  anticipated  to  be  85%  across  all  strata 

With  the  sample  selection  completed  for  the  first  replicate  and  the  eligibility  criteria  defined,  preparations 
began  for  fielding  the  Survey  of  Practice  Costs  to  those  practices  included  in  the  first  replicate.  The 
procedures  involved  in  the  survey  administration  process  are  described  in  the  following  chapter 
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4.0  Survey  Administration 


There  are  several  methods  that  can  be  implemented  for  purposes  of  administering  or  fielding  a  survey. 
The  method  chosen  for  the  Survey  of  Practice  Costs  was  a  mail  survey  with  telephone  follow-up  of  non- 
respondents.  As  explained  in  Section  3.5,  the  survey  was  administered  to  one  of  the  four  sample 
replicates.  The  survey  administration  methodology  is  summarized  in  Section  4. 1  and  is  followed  by  a 
more  detailed  discussion  of  the  specific  steps  taken  during  the  data  collection  period  to  ensure  a  maximal 
response  rate. 

4.1   Self-Administered  Mail  Survey  with  Telephone  Follow-Up 

The  Survey  of  Practice  Costs  was  fielded  as  a  self-administered  survey  with  telephone  follow-up 
Several  studies  that  have  collected  practice  cost  data  from  physicians  have  used  similar  methodologies, 
primarily  because  it  is  considered  to  be  the  most  cost-effective  and  efficient  way  of  obtaining  data  from 
providers. 

A  computerized  Survey  Management  System  (SMS)  was  developed  to  help  manage  the  data  flow  during 
the  field  period.  This  system  was  designed  to: 

Record  answers  to  screemng  questions; 

•  Maintain  contact  information  (i.e.,  name,  address  and  telephone  number); 

•  Capture  comments  recorded  by  Survey  Coordinators  after  each  telephone  contact. 
Track  mailings  and  receipt  of  survey  materials  (e.g.,  advance  letter  packet,  survey  and 
definitions); 

•  Record  return  of  surveys  from  the  field;  and, 

•  Monitor  the  data  entry  and  review  process  once  surveys  were  returned. 

The  survey  required  that  the  respondent  compile  detailed  data  on  the  practice's  costs  (i.e.,  billing  records, 
salary  data,  balance  sheets,  etc.)  which  may  be  kept  either  on  hard-copy,  on  computer,  or  a  combination 
of  both.  This  does  not  lend  itself  well  to  telephone  interview  or  face-to-face  interview  methodologies 
The  most  serious  challenge  in  any  self-administered  survey  is  achieving  satisfactory  response  rates  Low 
response  rates  reduce  precision  and  may  introduce  bias.  Obviously,  the  higher  the  response  rate,  the  less 
the  concern  is  that  the  results  are  biased  (assuming  that  the  sample  is  randomly  drawn).  Self- 
admimstered  surveys  generally  achieve  much  lower  response  rates  (rarely  above  60-65%)  than  other 
forms  of  administration,  such  as  telephone  interviews  (which  typically  reach  highs  of  70-80%)  or  m- 
person  interviews  (which  typically  reach  highs  of  80-90%). 

Aware  of  the  response  issues  identified  by  the  TEG  and  the  medical  community,  measures  were 
undertaken  to  anticipate  and  overcome  resistance  to  participation  in  the  survey.  If  a  survey  is  perceived 
by  respondents  as  being  worth  their  time  and  effort  to  complete,  and  if  follow-up  procedures  are 
effectively  implemented,  then  the  chances  of  achieving  response  rate  targets  are  improved  Thus,  one 
strategy  employed  in  trying  to  increase  cooperation  was  to  emphasize  the  importance  of  the  study  to  the 
sampled  practices.  It  was  believed  that  practices  would  consider  it  in  their  best  interest  to  respond  to  the 
survey,  given  its  reimbursement  implications.  In  addition,  extensive  prompting  and  follow-up  procedures 
were  developed  to  identify  potential  non-respondents  and  gam  their  cooperation.  Sampled  practices 
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received  an  advance  mailing  which  explained  the  purpose  of  the  study,  encouraged  their  participation, 
and  notified  them  that  they  would  receive  a  telephone  call  within  two  weeks  of  the  mailing.  During  these 
calls,  practices  were  asked  specific  questions  to  determine  their  eligibility  status  and  assess  their 
willingness  to  complete  the  survey.  Eligible  practices  were  mailed  the  questionnaire.  Following  receipt 
of  the  survey,  follow  up  calls  were  made  to  verify  that  the  practices  had  received  the  survey,  address  any 
questions  or  concerns,  and  prompt  them  for  the  return  of  the  survey. 

One  of  the  most  important  elements  in  gaining  cooperation  in  this  type  of  survey  is  to  employ 
interviewers  who  understand  the  background  and  purpose  of  the  data  collection  effort  so  that  they  can 
effectively  use  this  information  to  convince  potential  non-respondents  of  the  significance  of  participating 
in  the  study  Therefore,  the  interviewers,  referred  to  as  survey  coordinators,  were  introduced  to  the  study 
through  a  comprehensive  training  that  provided  them  with  an  overview  of  Medicare  physician 
reimbursement,  common  issues  in  evaluating  physician  practice  expenses,  and  practice  organization  and 
management.  Coordinators  were  also  taught  to  identify  the  practice  staff  member  who  maintains  control 
of  the  data  and  to  work  with  this  person  to  identify  data  retrieval  problems,  understand  the  questions  on 
the  survey,  and  communicate  the  information  in  a  timely  and  effective  manner 

4.2   Fielding  the  Survey 

Sections  4.2. 1  through  4.2.6  provide  details  on  the  survey  administration  process  beginning  with  the 
mailing  of  the  advance  letter  packet  to  the  practices  and  ending  with  a  discussion  of  the  efforts 
undertaken  to  maximize  the  response  rate. 

4.2.1    Advance  Letter  Packet  Mailing 

In  late  March  1996,  an  Advance  Letter  packet  of  materials  was  mailed  to  a  contact  person  at  each  of  the 
1,772  practices  in  the  first  replicate  The  purpose  of  the  Advance  Letter  packet  was  to  introduce  the 
study  to  the  practice  and  notify  the  contact  person  that  they  would  be  called  within  two  weeks  to 
determine  if  the  practice  was  eligible  and  willing  to  participate  in  the  study  The  packet  contained  the 
following  materials: 

•  A  cover  letter  from  Bruce  C.  Vladeck,  the  Administrator  of  HCFA,  that  described  the 
nature  and  purpose  of  the  study  and  requested  the  practice's  participation  in  the  study, 

•  A  letter  written  and  signed  by  James  S.  Todd,  M.D.,  Executive  Vice  President  of  the 
American  Medical  Association,  endorsing  the  survey;  and, 

•  A  listing  of  all  the  medical  specialty  societies  that  provided  input  into  the  development  of 
the  survey. 

The  contents  of  this  packet  are  included  in  Appendix  F. 

The  practice  administrator  was  perceived  to  be  the  most  appropriate  contact  person  for  the  study, 
primarily  because  the  practice  administrator  is  typically  the  individual  responsible  for  monitoring  and 
maintaining  financial  records.  The  contact  person's  name  for  the  practice  was  established  in  several 
ways. 
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The  AMA  Census  of  Medical  Groups  file  provided  the  name  of  the  practice  administrator 
for  group  practices.  In  some  instances,  the  title  of  "Practice  Administrator"  was  used 
when  the  AMA  did  not  have  the  practice  administrator's  name  available 

Neither  the  Physician  Masterfile,  nor  any  of  the  non-physician  sample  frames  included 
the  practice  administrator's  name  for  solo  and  two-person  practices.  The  provider's 
name  was  used  to  customize  the  address  and  salutation  of  all  correspondence  For  the 
two-physician  practices,  one  physician  was  selected  from  the  Physician  Masterfile.  This 
individual's  name  was  used  for  any  correspondence. 


In  all  cases,  the  contact  person's  name  was  either  established  or  confirmed  during  the 
first  telephone  contact  with  the  practice.  This  updated  contact  information  was  used  to 
customize  any  subsequent  mailings  to  the  practice. 


4.2.2     Establishment  of  800  Line  to  Respond  to  Questions 


A  toll-free  telephone  number  staffed  from  8:00  am  to  7:00  pm  Central  Time,  Monday  through  Friday, 
was  established  at  the  same  time  that  the  advance  letter  mailings  were  sent  to  the  practices.  This 
dedicated  800  line  was  exclusively  for  the  sampled  practices  to  call  with  questions.  Most  calls  involved 
questions  on  how  to  complete  the  survey.  Practices  also  called  to  refuse  to  participate,  request  another 
copy  of  the  survey,  verify  the  authenticity  of  the  study,  ask  where  or  when  to  return  the  survey,  indicate 
that  they  may  not  be  able  to  provide  all  the  data,  and  ask  for  an  extension  to  complete  the  survey. 


4.2.3     Phase  I  Prompting  Calls 


Phase  I  phone  prompting  was  the  first  phone  call  made  to  the  practice  after  the  initial  mailing  of  the 
Advance  Letter  Packet  to  the  contact  person.  During  these  calls,  the  survey  coordinators  were  instructed 
to: 


Verify  that  the  Advance  Letter  Packet  had  been  received. 

Ask  eligibility  questions; 

Establish  or  confirm  a  contact  person; 

Answer  any  initial  questions  about  the  study; 

Encourage  participation; 

Identify  potential  non-respondents  and  employ  appropriate  techniques  to  avoid  refusals 
and  persuade  uncooperative  practices  to  respond;  and, 
Confirm  address  information. 


The  Phase  I  calls  were  conducted  primarily  during  the  first  three  weeks  of  the  field  period  (March  25  - 
April  12,  1995),  but  were  extended  well  into  August  for  a  limited  number  of  cases  that  were  difficult  to 
locate.  Well  over  60%  of  the  cases  were  contacted  by  telephone  by  the  end  of  April. 


4.2.4     Locating  Efforts 

Locating  staff  were  assigned  practices  with  no  listed  telephone  numbers  or  incorrect  or  non-working 
numbers.  The  following  sources  were  used  to  locate  such  practices: 
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Directory  Assistance, 

Locating  services  on  the  Internet, 

•  State,  county  or  local  medical  societies, 

•  State  licensing  medical  boards, 

•  National  medical  societies, 
Local  hospitals,  and, 

•  American  Medical  Association. 

In  total,  251  cases  required  special  locating  efforts.  All  but  14  were  resolved.  Once  located,  information 
was  updated  in  the  SMS  and  the  case  was  prepared  for  telephone  prompting  and  follow-up 

4.2.5  Mailing  of  Survey  Packets 

Survey  packets  were  mailed  to  all  eligible  practices  in  the  first  replicate  beginning  the  week  of  April  15, 
1996.  Every  week  thereafter,  for  the  next  20  weeks,  Survey  Packets  were  mailed  (or  remailed,  if 
necessary)  to  practices  every  Wednesday  and  Friday.  Each  Survey  Packet  included  the  following: 

•  A  cover  letter  from  Abt  Associates  to  confirm  the  overall  nature  and  purpose  of  the  study 
and  to  provide  information  relative  to  completing  the  survey  (See  Appendix  G); 

A  copy  of  the  Survey  of  Practice  Costs; 

A  copy  of  the  Definitions  of  Terms  and  Question-Specific  Instructions  for  completing  the 
survey;  and, 

A  copy  of  the  listing  of  the  specialty  societies  that  provided  input  to  the  study  to 
demonstrate  their  commitment  to  the  survey. 

The  design  of  the  survey  and  the  instructions  for  survey  participation  were  clearly  and  simply  worded 
with  the  intent  of  encouraging  participation  and  minimizing  confusion  The  content  and  appearance  of 
the  survey  package  was  also  designed  to  persuade  respondents  that  the  survey  was  a  professional 
research  effort  concerning  a  topic  with  considerable  interest  to  and  potential  impact  on  health  care 
providers  and  possessing  a  strong  commitment  to  quality  and  accuracy  of  data 

4.2.6  Phase  II  Prompting  Calls 

Interviewers  also  conducted  Phase  II  calls.  These  calls  were  initiated  towards  the  end  of  April  1995  (two 
weeks  after  the  first  set  of  surveys  were  mailed)  and  continued  until  the  cancellation  of  the  survey  in 
September  1996.  Phase  II  calls  were  geared  to  be  a  "rapport  builder"  and  a  friendly  reminder  that  the 
survey  needed  to  be  completed  within  a  reasonable  time  period.  Survey  Coordinators  were  instructed  to: 

Verify  that  the  Survey  Packet  was  received, 

•  Obtain  an  estimated  date  of  return  for  the  survey; 

•  Answer  any  questions  about  how  to  fill  out  the  survey; 
Encourage  participation,  and, 

Identify  potential  non-respondents  and  employ  appropriate  techniques  to  avoid  refusals 
and  persuade  uncooperative  practices  to  respond. 
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All  telephone  call  outcomes  were  coded  and  recorded  in  the  SMS  and  comments  related  to  the  phone 
conversations  were  documented  so  that  a  "case-history"  could  be  built  for  each  practice  This 
information  was  useful  to  the  survey  coordinators  for  planning  follow-up  calls 

4.2.7     Efforts  to  Maximize  Response  Rates 

Due  to  the  burdensome  nature  of  the  survey,  many  practices  refused  to  participate  in  the  study.  In 
addition  to  the  Phase  II  prompting  calls,  several  other  strategies  were  implemented  to  improve  the 
response  rate  as'descnbed  below. 

Reminder  Post  Cards 

Abt  produced  two  different  postcards  during  the  field  period.  The  first  reminded  the  practices  of  the 
return  date  for  the  survey.  This  was  sent  to  practices  two  weeks  prior  to  the  due  date  for  the  survey  A 
second  postcard  was  sent  to  those  practices  who  completed  the  survey,  thanking  them  for  their 
participation. 

The  purpose  of  both  cards  was  to  enhance  the  overall  rapport  developed  between  the  Survey 
Coordinators  and  the  practice  contact.  Each  postcard  was  hand-addressed  and  signed  by  the  coordinator 
who  last  spoke  with  the  respondent.  The  rationale  was  that  by  sending  a  personalized  "reminder" 
postcard  regarding  the  return  of  the  survey,  the  respondent  would  be  more  receptive  and,  perhaps,  more 
cooperative  if  the  coordinator  needed  to  call  again  The  thank-you  postcard  was  sent  to  facilitate  any  data 
retrieval  efforts  that  would  be  required  to  clarify  responses  in  the  survey. 

Refusal  Aversion/Conversion  Phone  Calls 

Survey  Coordinators  were  trained  in  techniques  for  avoiding  refusals  and  converting  refusals  into 
agreements  to  participate.  In  addition  to  the  regular  training,  coordinators  participated  in  bi-weekly, 
informal  "discussion  sessions"  to  address  specific  issues  and  concerns  about  refusal  cases  and  how  to 
handle  them.  These  discussions  used  specific  case  examples  to  review  how  to  appropriately  handle  a 
broad  array  of  explicit  refusals  (those  that  specifically  indicate  they  will  not  participate)  and  implicit 
refusals  (those  respondents  who,  although  they  do  not  indicate  they  will  not  participate,  have  no  intention 
of  doing  so). 

By  mid-July,  the  response  rate  was  less  than  25%.  This  low  response  rate  was  exacerbated  by  a  high 
explicit  refusal  rate  of  19%,  which  was  approximately  13-14  percentage  points  higher  than  anticipated 
Very  few  surveys  encounter  more  than  4  to  5%  of  cases  that  explicitly  refuse  to  participate.  As  a  result, 
three  refusal  conversion  specialists  were  hired  by  Abt  to  handle  all  the  refusal  cases.  These  "executive 
interviewers"  had  extensive  experience  interviewing  physicians  and  other  professional  personnel 

Personalized  Letters  to  Address  Specific  Reasons  for  Refusal 

Abt  also  produced  a  series  of  refusal  conversion  letters  that  were  drafted  specifically  to  handle  the  broad 
array  of  reasons  for  refusing  to  participate  in  the  study.  A  survey  with  an  enclosed  refusal  letter 
addressing  their  main  objection  was  mailed  after  the  practice  had  refused  once,  and  a  telephone  attempt  to 
persuade  the  practice  to  complete  the  survey  had  failed.  The  practice  was  then  called  one  final  time  after 
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receipt  of  the  refusal  letter  and  survey.  If  the  practice  still  refused  to  participate,  it  was  considered  to  be  a 
"Final  Refusal"  and  was  not  contacted  again. 

Examples  of  the  various  types  of  refusal  conversion  letters  can  be  found  in  Appendix  H.  Nine  different 
letters  were  written  to  address  the  primary  concerns  raised  by  the  practices.  These  concerns  are  listed 
below  in  order  of  the  frequency  with  which  they  were  reported  by  practices: 

•  Survey  takes  too  much  time; 

•  Too  difficult  to  assemble  data  for  the  survey; 
Cannot  afford  cost  to  complete  the  survey; 
Not  interested  in  study; 

•  Apprehension  about  confidentiality  of  financial  data; 
Do  not  see  Medicare  patients; 

Participation  is  not  relevant; 

Not  interested  in  studies  conducted  by  HCFA,  and, 

Cannot  spare  resources  required  to  complete  the  survey. 

Despite  efforts  to  increase  participation,  the  response  rate  to  the  first  replicate  was  significantly  less  than 
the  targeted  response  rate,  as  explained  in  the  following  chapter. 
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5.0  Survey  Results 


To  ensure  that  the  responses  to  the  survey  would  be  representative  of  the  universe  of  physician  and  non- 
physician  practices,  a  completion  rate  of  80%  of  the  eligible  practices  was  targeted.  Given  a  first- 
replicate  sample  size  of  1,772  physician  and  non-physician  practices,  it  was  estimated  that  approximately 
15%  of  the  sample  would  be  ineligible  for  participation.  With  the  resulting  base  of  approximately  1,506 
eligible  practices,  completed  surveys  were  expected  from  nearly  1,205  (80%)  practices.  This  target  was 
not  achieved,  prompting  the  termination  of  the  survey. 

The  following  sections  provide  a  detailed  description  of  the  results  of  the  survey  The  first  section  begins 
with  a  summary  of  the  ineligibility  rate.  This  section  is  followed  by  a  discussion  of  the  response  rate 
across  the  physician  and  non-physician  samples,  as  well  as  a  breakdown  of  the  response  across  each  of 
the  strata  defined  in  the  physician  sample.  Common  reasons  for  refusing  to  complete  the  survey  are 
discussed  in  Section  5.3.  The  response  rate  to  each  of  the  questions  on  the  survey  is  detailed  in  Section 
5  .4.  This  chapter  concludes  with  a  discussion  of  the  decision  to  terminate  the  survey  due  to  a  poor 
response  rate. 

5.1    Ineligible  Practices 

The  actual  percentage  of  practices  ineligible  for  the  survey  was  higher  than  predicted.  Table  10  displays 
the  number  of  eligible  and  ineligible  physician  and  non-physician  practices  in  the  first  replicate.  Of  the 
1,772  practices  in  the  first  replicate,  350  (19.8%)  were  ineligible  for  participation,  compared  to  the 
anticipated  rate  of  15%. 

Table  1 1  illustrates  the  percentage  of  eligible  and  ineligible  physician  practices  in  the  first  replicate  by 
the  stratifying  variables.  Of  the  1,48 1  physician  practices,  278  ( 18  .8%)  were  ineligible  for  participation 
Distributions  of  eligible  and  ineligible  practices  across  the  stratifying  variables  were  similar.  A  greater 
proportion  of  both  eligibility  categories  were  from  the  North  Central  and  South  East  regions.  In  addition, 
most  of  the  eligible  and  ineligible  physician  practices  were  from  urban  areas.  Solo  practices  accounted 
for  the  highest  share  (37.8%)  of  ineligibles  (and  28.2%  of  eligibles).  General/family  practice  comprised 
the  largest  percentage  of  ineligibles  (12.6%)  among  the  specialty  categories,  and  was  among  the  higher 
percentages  of  eligibles  (9.6%). 

The  proportion  of  eligible  and  ineligible  non-physician  practices  in  the  first  replicate  by  the  type  of  non- 
physician  provider  is  provided  in  Table  12.  Of  the  1,772  practices,  291  were  non-physician  practices, 
and  72  (24.7%)  of  these  practices  were  ineligible.  Thus,  the  ineligibility  rate  among  the  non-physicians 
was  higher  than  that  for  the  physician  practices.  The  physical  therapy  and  clinical  psychology  practices 
accounted  for  the  largest  share  of  ineligibles  at  34.7%  and  33.3%  respectively. 
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Table  10 


Comparison  of  Replicate  1,  Ineligible,  and  Eligible  Physician 
and  Non-Physician  Practices 


Replicate  1 

Ineligible 

Eligible 

n  (%) 

n  (%) 

n  (%) 

Practice  Type 

Physician 

1,481(83.6%) 

278  (79.4%) 

1,203  (84.6%) 

Optometrist 

81  (4.5%) 

14  (4.0%) 

67    (4  7%) 

Physical  Therapist 

64  (3.6%) 

25  (7.1%) 

39  (2.7%) 

Podiatrist 

81  (4.6%) 

9  (2.6%) 

72  (5.1%) 

Clinical  Psychologist 

65  (3.7%) 

24  (6.9%) 

41  (2.9%) 

Total  Percent 

1.772  (100%) 

350  (100%) 

1,422  (100%) 

Source:  Abt  Associates  Inc.  Survey  Management  System 
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Table  11 


Comparison  of  Replicate  1,  Ineligible,  and  Eligible  Physician  Practices 


Replicate  1 

Ineligible 

Eligible 

n(%) 

n 

(%) 

n 

(%) 

Census  Region 

New  England 

83  (5.6%) 

12 

(4.3%) 

71 

(5.9%) 

X  K  \    111,      A  j.  1  _  „.  i  L   

Middle  Atlantic 

Tin  /  i  c  co/  \ 

229  (15.5%) 

50  (18.0%) 

179  (14.9%) 

North  Central 

341  (23.0%) 

63  (22.7%) 

278  (23.1%) 

South  East 

374  (25.3%) 

63  (22.7%) 

311  (25.9%) 

West  South  Central 

118  (8.0%) 

23 

(8.3%) 

95 

(7.9%) 

Mountain 

92  (6.2%) 

21 

(7.6%) 

71 

(5.9%) 

Pacific 

244  (16.5%) 

46  (16.5%) 

198  (16.5%) 

Total 

1,481  (100%) 

278 

(100%) 

1,203 

(100%) 

Urbanicity 

Rural 

209  (14.1%) 

47  (16.9%) 

162  (13.5%) 

Urban 

1,248  (84.3%) 

228  (82.0%) 

1,020  (84.8%) 

Not  Available* 

24  (1.6%) 

3 

(1.1%) 

21 

(1.7%) 

Total 

1,481  (100%) 

278 

(100%) 

1,203 

(100%) 

Size  of  Practice 

Solo  Practice 

444  (30.0%) 

105 

(37.8%) 

339  (28.2%) 

2-physician  Practice 

221  (14.9%) 

50  (18.0%) 

171  (14.2%) 

3-4  physician  Practice 

181  (12.2%) 

25 

(9.0%) 

156  (13.0%) 

5-9  physician  Practice 

226  (15.3%) 

29  (10.4%) 

197  (16.4%) 

10-49  physician  Practice 

267(18.0%) 

35  (12.6%) 

232  (19.3%) 

50  or  more  physician  Practice 

142  (9.6%) 

34  (12.2%) 

108 

(9.0%) 

Not  Available* 

0  (0.0%) 

0 

(0.0%) 

0 

(0.0%) 

Total  Percent 

1,481  (100%) 

278 

(100%) 

1,203 

(100%) 

Specialty 

Single  Specialty 

Allergy 

15  (1.0%) 

1 

(0.4%) 

14 

(1.2%) 

Anesthesiology 

68  (4.6%) 

IX 

(6.5%) 

50 

(4.2%) 

Cardiovascular  Diseases 

41  (2.8%) 

7 

(2.5%) 

34 

(2.8%) 

Dermatology 

22  (1.5%) 

1 

(0.4%) 

21 

(1.7%) 

Diagnostic  Radiology 

24  (1.6%) 

3 

(1.1%) 

21 

(1.7%) 

Emergency  Medicine 

41  (2.8%) 

13 

(4.7%) 

28 

(2.3%) 

Gastroenterology 

20  (1.4%) 

3 

(1.1%) 

17 

(1.4%) 

General/Family  Practice 

150(10.1%) 

35 

(12.6%) 

115 

(9.6%) 

General  Surgery 

63  (4.3%) 

15 

(5.4%) 

48 

(4.0%) 

Internal  Medicine 

121  (8.2%) 

25 

(9.0%) 

96 

(8.0%) 

Neurological  Surgery 

14  (0.9%) 

5 

(1.8%) 

9 

(0.7%) 

Neurology 

20  (1.4%) 

4 

(1.4%) 

16 

(1.3%) 

Obstetncs/Gynecology 

83  (5.6%) 

10 

(3.6%) 

73 

(6.1%) 

Source:  Abt  Associates  Inc.  Survey  Management  System 

*Not  available  refers  to  practices  that  were  missing  the  designation  for  a  given  stratification  variable  In 
developing  the  sample,  practices  were  stratified  by  size  first,  then  by  specialty  Practices  that  were 
missing  the  size  or  specialty  designation  were  identified,  and  a  small  portion  of  these  cases  were 
selected  so  that  they  were  still  represented  in  the  universe. 
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Table  11  (Continued) 
Comparison  of  Replicate  1,  Ineligible,  and  Eligible  Physician  Practices 


Replicate  1 

Ineligible 

Eligible 

n  (%) 

n  (%) 

n  (%) 

Specialty 


Ophthalmology 

48 

(3.2%) 

9 

(3.2%) 

39 

(3.2%) 

Orthopaedic  Surgery 

56 

(3.8%) 

13 

(4.7%) 

43 

(3.6%) 

Otolaryngology 

22 

(1.5%) 

2 

(0.7%) 

20 

(1.7%) 

Anatomic/Clinical  Pathology 

32 

(2.2%) 

9 

/  1    '"Ml  /  \ 

(3.2%) 

23 

(1.9%) 

Pediatrics 

67 

(4.5%) 

17 

(6.1%) 

50 

(4.2%) 

Plastic  Surgery 

16 

(1.1%) 

1 

(0.4%) 

15 

(1.2%) 

Psychiatry 

54 

(3.6%) 

1 1 

(4.0%) 

43 

(3.6%) 

Pulmonary  Diseases 

12 

(0.8%) 

0 

(0.0%) 

12 

(1.0%) 

Radiology 

40 

(2.7%) 

6 

(2.2%) 

34 

(2.8%) 

Urological  Surgery 

29 

(2.0%) 

3 

(1.1%) 

26 

(2.2%) 

Other  Single  Specialty 

120 

(8.1%) 

17 

(6.1%) 

103 

(8.6%) 

Multi-specialty 

Primary  Care  Only 

21 

(1.4%) 

3 

(1.1%) 

IX 

(1.5%) 

Primary  Care  and  Medical 

19 

(1.3%) 

4 

(1.4%) 

15 

(1.2%) 

Primary  Care  and  Surgical 

22 

(1.5%) 

2 

(0.7%) 

20 

(1.7%) 

Medical  and/or  Surgical 

11 

(0.7%) 

0 

(0.0%) 

1  1 

(0.9%) 

Primary  Care,  Medical,  and 

Surgical 

24 

(1.6%) 

3 

(1.1%) 

21 

(17%) 

Other  and  Primary  Care  and/or 

Medical  and/or  Surgical 

40 

(2.7%) 

6 

(2.2%) 

34 

(2.8%) 

Primary  Care,  Medical,  Surgical 

and  Other 

85 

(5.7%) 

14 

(5.0%) 

71 

(5.9%) 

Other  Multi-specialty 

10 

(0.7%) 

3 

(1.1%) 

7 

(0.6%) 

Not  Available* 

71 

(4.8%) 

15 

(5.4%) 

56 

(4.7%) 

Total 

1,481 

(100%) 

278 

(100%) 

1.203 

(100%) 

Source:  Abt  Associates  Inc.  Survey  Management  System 

*Not  available  refers  to  practices  that  were  missing  the  designation  for  a  given  stratification  variable.  In 
developing  the  sample,  practices  were  stratified  by  size  first,  then  by  specialty  Practices  that  were 
missing  the  size  or  specialty  designation  were  identified,  and  a  small  portion  of  these  cases  were 
selected  so  that  they  were  still  represented  in  the  universe. 
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Table  12 


Comparison  of  Replicate  1,  Ineligible,  and  Eligible  Non-Physician  Practices 


Replicate  1 

Ineligible 

Eligible 

n  (%) 

n  (%) 

n  (%) 

Practice  Type 

Optometrist 

81  (27.8%) 

14  (19.4%) 

67  (30.6%) 

Physical  Therapist 

64  (22.0%) 

25  (34.7%) 

39  (17.8%) 

Podiatrist 

81  (27.8%) 

9  (12.5%) 

72  (32.9%) 

Clinical  Psychologist 

65  (22.3%) 

24  (33.3%) 

41  (18.7%) 

Total  Percent 

291  (100%) 

72  (100%) 

219  (100%) 

Source:  Abt  Associates  Inc.  Survey  Management  System 

5.2    Response  Rates  to  the  First  Replicate 

Section  5.2  describes  the  response  rate  to  the  Survey  of  Practice  Costs.  The  response  rate  across  all 
practices  is  presented  first  in  Section  5.2. 1.  This  is  followed  by  a  discussion  of  the  response  rate  for  the 
physician  practices,  which  is  broken  down  by  each  of  the  four  strata.  The  response  rate  for  each  of  the 
non-physician  practices  is  provided  in  Section  5.2.3. 

5.2.1     Overall  Response  Rate 

The  term  response  rate,  as  it  is  used  here,  reflects  the  number  of  eligible  practices  that  returned  a  survey 
containing  some  data.  The  level  of  completeness  of  the  survey  is  not  reflected  in  the  response  rate 
Therefore,  a  practice  that  left  several  items  blank  on  the  survey  was  still  classified  as  a  "returned  survey" 
case. 

To  determine  each  practice's  status  with  respect  to  the  submission  of  the  survey,  the  practices  were 
classified  into  one  of  the  following  six  categories: 

•  Ineligible:  Practices  deemed  ineligible  to  participate  in  the  survey  based  on  the  criteria 
discussed  in  Section  3.6. 

•  Returned  Survey:  Practices  that  returned  at  least  a  partially  completed  survey. 

Pending  Refusal:  Practices  that  had  explicitly  refused  to  participate  in  the  study,  but  for 
which  attempts  at  refusal  conversion  were  still  being  made  at  the  time  the  survey  was 
terminated. 

•  Final  Refusal:  Practices  that  explicitly  refused  all  attempts  at  refusal  conversion 

Final  Unlocatable:  Practices  that  could  not  be  located  after  repeated  attempts  to  find  a 
valid  address  and  phone  number 
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Other  Pending:  This  category  primarily  consisted  of  practices  that  had  not  refused  to 
participate  and  that  were  being  actively  prompted  to  return  the  survey  at  the  time  of  its 
cancellation. 

This  classification  system  was  used  to  systematically  monitor  the  response  rate.  As  exhibited  in  Table 
13,  the  overall  response  rate  for  the  eligible  first-replicate  sample  of  1,422  physician  and  non-physician 
practices  was  30.7%.  The  response  rate  of  30.7%  reflects  a  total  of  436  surveys  (with  at  least  partial 
data)  returned  to  Abt  during  the  data  collection  phase  of  the  study.  An  additional  18  cases  arrived  after 
the  survey  was  terminated  (September  30,  1996).  Thus,  the  actual  response  rate  is  3 1.9%  reflecting  a 
total  of  454  returned  surveys. 

The  following  sections  provide  separate  measures  of  the  response  rate  for  the  physician  and  non- 
physician  practices. 


Table  13 

Distribution  of  Response  Rate  for  Physician  and  Non-Physician  Practices 


Case  Status 

Frequency 

Percent  (%)  of  Total 
Sample 
(n=l,772) 

Percent  (%)  of 
Eligible  Sample 
(n=l,422) 

Returned  Survey 

436 

24.6 

30.7 

Ineligible 

350 

19.8 

Pending  Refusal 

247 

13.9 

174 

Final  Refusal 

32 

1.8 

2.3 

Final  Unbeatable 

14 

0.8 

0.9 

Other  Pending 

693 

39.1 

48.7 

Source:  Abt  Associates  Inc.  Survey  Management  System 


5.2.2     Response  Rate  for  Physician  Practices 

As  illustrated  in  Table  14,  362  surveys  were  returned  to  Abt  from  physician  practices,  which  translates 
into  a  response  rate  of  30. 1%  of  the  eligible  physician  practices. 
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Table  14 

Distribution  of  Response  Rate  for  Physician  Practices 


{"'asp  Status 

■  i  cuuciii y 

Percent  (%)  of 
Total  Sample 
fn=1  481  \ 

Percent  (%)  of 
Eligible  Sample 
fn=1  203) 

Returned  Survey 

362 

24.4 

30.1 

Ineligible 

278 

18.8 

Pending  Refusal 

210 

14.2 

17.5 

Final  Refusal 

25 

1.7 

2  1 

Final  Unbeatable 

12 

0.8 

0.9 

Other  Pending 

594 

40.1 

4(;  4 

Source:  Abt  Associates  Inc.  Survey  Management  System 


Table  15  displays  the  distribution  of  the  physician  practice  response  rates  by  the  size  of  the  1,203  eligible 
physician  practices.  Mid-sized  practices  (5-9  physicians)  had  the  highest  response  rate  (39.6%)  while 
the  largest  (50+)  and  smallest  (solo)  were  considerably  lower  (28.7%  and  25.6%  respectively).  The 
response  rate  for  solo  practitioners  is  consistent  with  prior  physician  practice  expense  studies  that  Abt 
has  performed.  These  prior  studies  revealed  that  many  solo  practices  do  not  have  computerized  billing 
records,  which  makes  retrieval  of  financial  and  service-mix  data  more  difficult  In  addition,  these 
practices  tend  to  have  a  limited  number  of  support  staff;  therefore,  their  staff  do  not  have  the  time  to 
complete  the  survey. 

The  response  rates  by  each  of  the  33  specialty  categories  used  in  stratification  are  displayed  in  Table  16. 
A  review  of  these  data  reveals  that  the  multi-specialty  practices  that  specialize  in  medical  and/or  surgical 
procedures  had  the  highest  proportion  of  returned  surveys  (63  .6%).  The  next  highest  response  rates  were 
observed  among  the  single  specialty  categories  of  dermatology  (57. 1%)  and  anatomic/clinical  pathology 
(52.2%).  The  lowest  response  rates  were  attributed  to  practices  that  specialize  in  pulmonary  disease 
( 1 6.7%),  plastic  surgery  (20%),  and  allergy  care  (2 1 .4%). 

Table  1 7  presents  the  response  rates  for  the  physician  practices  by  the  7  geographic  regions  that  were 
defined  for  purposes  of  stratification.  Three  regions  are  distinguished  as  having  the  highest  response  rate 
or  proportion  of  returned  surveys:  the  South  East  (33.4%),  Pacific  (32.8%),  and  North  Central  (32.4%). 
The  region  with  the  lowest  response  was  the  Mid  Atlantic,  which  accounted  for  22.9%  of  the  returned 
surveys. 

Table  1 8  displays  the  physician  practice  response  rate  by  urbanicity.  As  demonstrated  by  these  data,  a 
greater  proportion  of  the  rural  practices  (37.7%)  returned  the  surveys,  as  compared  with  the  urban 
practices  (29.5%). 
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Table  17 

Distribution  of  Physician  Practice  Response  Rate 
by  Geographic  Region  with  Ineligibles  Removed 


Geographic  Region 

West 

New 

Mid 

North 

South 

South 

Case  Status 

England 

Atlantic 

Central 

East 

Central 

Mountain 

Pacific 

Total 

Returned 

17* 

41 

90 

104 

26 

19 

65 

362 

Survey 

23.9 

22.9 

32.4 

33.4 

27.4 

26.8 

32  8 

15 

40 

56 

49 

12 

11 

27 

210 

Pending  Refusal 

21.1 

22.4 

20.1 

15.8 

12.6 

15.5 

13.6 

3 

3 

6 

4 

4 

2 

3 

25 

Final  Refusal 

4.2 

1.7 

2.2 

1.3 

4.2 

2.8 

1.5 

Final 

1 

1 

1 

4 

1 

1 

3 

12 

Unlocatable 

1.4 

0.6 

0.4 

1.3 

11 

1.4 

1.5 

35 

94 

125 

150 

52 

38 

100 

594 

Other  Pending 

49.3 

52.5 

45.0 

48.2 

54.7 

53.5 

50.5 

71 

179 

278 

311 

95 

71 

198 

1,203 

Total 

5.9 

14.9 

23.1 

25.9 

7.9 

5.9 

16.5 

100 

Source:  Abt  Associates  Inc.  Survey  Management  System 


*  The  numbers  at  the  top  of  each  cell  reflect  the  total  number  of  practices  assigned  to  each  status  for  each  region  category.  The 
numbers  at  the  bottom  of  each  cell  reflect  the  percentage  of  the  total  number  of  practices  in  each  status  to  the  total  number  of 
practices  in  each  region  category  (i.e.,  the  column  percentage). 
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Table  18 

Distribution  of  Physician  Practice  Response  Rate  by  Urbanicity  with  Ineiigibles  Removed 


Urbanicity 

Case  Status 

Rural 

T  T  L 

Urban 

Missing 

1  otal 

61* 

301 

0 

362 

Returned  Survey 

37.7 

29.5 

u.u 

19 

187 

4 

210 

Pending  Refusal 

11.7 

1  o  -> 

18.3 

1  A  1 

19. 1 

2 

23 

0 

25 

Final  Refusal 

1.2 

2.3 

0.0 

2 

7 

3 

12 

Final  Unbeatable 

1.2 

0.7 

14.3 

78 

502 

14 

594 

Other  Pending 

48.2 

49.2 

66.7 

162 

1,020 

21 

1,203 

Total 

13.5 

84.8 

1.7 

100 

Source:  Abt  Associates  Inc.  Survey  Management  System 


*  The  numbers  at  the  top  of  each  cell  reflect  the  total  number  of  practices  assigned  to  each  status  for  each  urbanicity  category. 
The  numbers  at  the  bottom  of  each  cell  reflect  the  percentage  of  the  total  number  of  practices  in  each  status  to  the  total  number 
of  practices  in  each  urbanicity  category  (i.e.,  the  column  percentage). 

5.2.3  Response  Rate  for  Non-Physician  Practices 

Unlike  the  physician  practices,  the  non-physician  practices  were  not  stratified  by  practice  size,  region  and 
urbanicity  because  these  variables  were  not  available  from  their  respective  sampling  frames  As  a  result, 
only  the  overall  and  type-specific  response  rates  for  these  practices  are  presented. 

Table  19  displays  the  overall  response  rate  for  the  non-physician  sample.  Seventy-four  non-physician 
practices  returned  the  survey,  resulting  in  a  response  rate  of  33  .8%  of  the  eligible  non-physician  sample, 
a  slightly  higher  rate  than  achieved  for  the  physician  sample. 
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Table  19 

Distribution  of  Response  Rate  for  Non-Physician  Practices 


Case  Status 

Frequency 

Percent  (%)  of 
Total  Sample 
(n=291) 

Percent  ( %)  of 
Eligible  Sample 
(n=219) 

Returned  Survey 

74 

25.4 

33.8 

Ineligible 

72 

24.7 

— 

Pending  Refusal 

37 

12.7 

16.9 

Final  Refusal 

7 

2.4 

3.2 

Final  Unbeatable 

2 

0.7 

0.9 

Other  Pending 

99 

34.0 

45.2 

Source:  Abt  Associates  Inc.  Survey  Management  System 


Table  20  breaks  down  the  response  rate  by  type  of  non-physician  practice,  showing  a  wide  range  from 
podiatrists  (50.0%)  to  physical  therapists  (12.8%). 


Table  20 

Distribution  of  Response  Rate  for  Non-Physician  Practices  by 
Type  of  Non-Physician  Practice  with  Ineligibles  Removed 


Type  of  Non-Physician  Practice 

Physical 

Case  Status 

Optometrist 

Therapist 

Podiatrist 

Psychologist 

Total 

19* 

5 

36 

14 

74 

Returned  Survey 

28.4 

12.8 

50.0 

34.2 

11 

7 

11 

8 

37 

Pending  Refusal 

16.4 

18.0 

15.3 

19.5 

6 

0 

0 

1 

7 

Final  Refusal 

9.0 

0.0 

0.0 

2.4 

0 

0 

1 

1 

2 

Final  Unbeatable 

0.0 

0.0 

1.4 

2.4 

31 

27 

24 

17 

99 

Other  Pending 

46.3 

69.2 

33.3 

41.5 

67 

39 

72 

41 

219 

Total 

30.6 

17.8 

32.9 

18.7 

100 

Source:  Abt  Associates  Inc.  Survey  Management  System 

*  The  numbers  at  the  top  of  each  cell  reflect  the  total  number  of  practices  assigned  to  each  status  for  each  non-physician 
category.  The  numbers  at  the  bottom  of  each  cell  reflect  the  percentage  of  the  total  number  of  practices  in  each  status  to  the  total 
number  of  practices  in  each  non-physician  category  (i.e.,  the  column  percentage). 
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5.3  Discussion  of  Reasons  for  Non-Response 


As  discussed  previously,  a  protocol  was  developed  for  handling  refusal  cases  by  first  conducting  follow 
up  phone  calls  in  an  attempt  to  persuade  non-respondents  to  complete  the  survey.  If  these  phone  calls 
failed  in  converting  the  practice  to  return  the  survey,  practices  were  sent  another  survey  with  a 
personalized  letter  addressing  their  specific  reasons  for  not  participating  in  the  study.  Not  all  practices 
that  refused  to  participate  m  the  study  received  refusal  letters.  Some  practices  simply  refused  to  complete 
the  survey  without  explaining  their  reasons  for  doing  so.  In  addition,  other  practices  replied  via  mail  or 
phone  message  that  they  did  not  intend  to  return  the  survey.  Efforts  to  follow  up  with  some  of  these 
practices  and  determine  the  reason  for  refusal  were  unsuccessful 

All  practices  for  which  a  reason  for  refusal  had  been  determined  and  a  refusal  conversion  letter  had  been 
sent  were  tracked.  The  common  types  of  refusals  expressed  by  these  practices  are  discussed  in  the 
following  sections 

5.3.1   Distribution  of  Refusal  Types,  Overall 

Table  2 1  displays  the  distribution  of  the  refusal  types  based  on  the  different  refusal  conversion  letters 
that  were  sent  to  non-respondents.  A  total  of  188  refusal  conversion  letters  were  sent  to  physician  and 
non-physician  practices.  As  the  data  in  Table  2 1  mdicate,  lack  of  time  and  the  level  of  difficulty  of 
completing  the  survey  accounted  for  nearly  52%  of  all  these  refusal  cases  Despite  early  attempts  to 
reduce  burden  by  redesigning  the  survey  and  despite  persistent  follow  up  efforts,  many  practices 
considered  the  survey  excessively  long  and  complex. 


Table  21 

Distribution  of  Refusal  Types  for  Physician  and  Non-Physician  Practices 
That  Received  Refusal  Conversion  Letters 


Refusal  Type 

Frequency 

Percent  (%)  of 
Total 
(N=188) 

No  Time 

56 

29.8 

Too  Difficult 

41 

21.8 

Not  Interested 

31 

16.5 

Cannot  Afford 

28 

14.9 

Confidentiality 

10 

5.3 

Not  Relevant  to  Practice 

7 

3.7 

No  Medicare  Patients 

6 

3.2 

Not  Interested  in  HCFA  Study 

6 

3.2 

Not  Enough  Resources 

3 

1.6 

Source:  Abl  Associates  Inc.  Survey  Management  System 
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5.3.2  Physician  Practice  Refusals 

A  total  of  160  refusal  conversion  letters  were  sent  to  the  physician  practices.  Table  22  displays  the 
distribution  of  refusal  types  by  size  of  physician  practice.  This  table  clearly  indicates  that  the  most 
common  reasons  for  refusal  among  all  but  the  very  large  practices  were  time  and  difficulty  For  the  very 
large  practices,  the  issue  of  time  was  important,  but  the  main  reason  was  lack  of  interest. 

Tables  23-25  show  the  distribution  of  refusal  types  for  the  physician  practices  by  the  remaining  three 
stratification  variables:  specialty,  geographic  region,  and  urbanicity.  Consistently  throughout  each  of 
these  strata,  the  amount  of  time  required  by  the  survey  and  the  survey's  level  of  difficulty  were  the  most 
prevalent  reasons  for  not  completing  the  survey. 
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Table  24 

Distribution  of  Refusal  Type  for  Physician  Practices  That  Received  Refusal  Conversion  Letters 

by  Geographic  Region 


Geographic  Region 

West 

New 

Mid 

North 

South 

South 

Refusal  Type 

England 

Atlantic 

Central 

East 

Central 

Mountain 

Pacific 

Total 

6* 

10 

8 

11 

2 

2 

1 1 

50 

No  Time 

54.5 

29.4 

25.0 

31.4 

22.2 

22.2 

36.7 

2 

6 

6 

8 

5 

2 

5 

34 

Too  Difficult 

18.2 

17.6 

18.8 

22.9 

55.6 

22.2 

16.7 

1 

4 

9 

5 

2 

1 

3 

25 

Not  Interested 

9.1 

11.8 

28.1 

14.3 

22.2 

111 

10.0 

0 

7 

6 

7 

0 

0 

6 

26 

Cannot  Afford 

0.0 

20.6 

18.8 

20.0 

0.0 

0.0 

20  0 

1 

1 

0 

1 

0 

1 

2 

6 

Confidentiality 

9.1 

2.9 

0.0 

2.9 

0.0 

111 

6.7 

Not  Relevant  to 

1 

2 

2 

0 

0 

1 

0 

6 

Practice 

9.1 

5.9 

6.3 

0.0 

0.0 

11.1 

0.0 

No  Medicare 

0 

1 

1 

1 

0 

1 

2 

6 

Patients 

0.0 

2.9 

3.1 

2.9 

0.0 

11.1 

6.7 

Not  Interested 

0 

1 

0 

1 

0 

1 

1 

4 

in  HCFA  study 

0.0 

2.9 

0.0 

2.9 

0.0 

111 

3.3 

Not  Enough 

0 

2 

0 

1 

0 

0 

0 

Resources 

0.0 

5.9 

0.0 

2.9 

0.0 

0.0 

0.0 

Total 

11 

34 

32 

35 

9 

9 

30 

160 

6.9 

21.3 

20.0 

21.9 

5.6 

5.6 

18  8 

100 

Source:  Abt  Associates  Inc.  Survey  Management  System 


*  The  numbers  at  the  top  of  each  cell  reflect  the  total  number  of  practices  assigned  to  each  status  for  each  region  category  The 
numbers  at  the  bottom  of  each  cell  reflect  the  percentage  of  the  total  number  of  practices  in  each  status  to  the  total  number  of  practices 
in  each  region  category  (i.e.,  the  column  percentage). 
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Table  25 

Distribution  of  Refusal  Types  for  Physician  Practices 
That  Received  Refusal  Conversion  Letters  by  Urbanicity 


Urbanicity 

Refusal  Type 

Rural 

Urban 

1  Uldl 

6* 

44 

50 

No  Time 

.j  l .  w 

3 

31 

34 

Too  Difficult 

1  fi  7 

ID./ 

?  1  8 

Zl.o 

2 

23 

25 

Not  Interested 

1 1  i 

11.1 

1  o.z 

4 

22 

26 

Cannot  afford 

n  i 

l  ^  ^ 

1 

5 

6 

Confidentiality 

5  6 

3  5 

Not  Relevant  to 

0 

6 

6 

Practice 

4  1 

1  »  \J  IVlwUlvlU  v/ 

1 

5 

6 

Patients 

5.6 

3.5 

Not  Interested  in 

0 

4 

4 

HCFA  Study 

0.0 

2.8 

Not  Enough 

1 

2 

3 

Resources 

5.6 

1.4 

Total 

18 

142 

160 

11.2 

88.8 

100 

Source:  Abt  Associates  Inc.  Survey  Management  System 


*  The  numbers  at  the  top  of  each  cell  reflect  the  total  number  of  practices  assigned  to  each  status  for  each  urbanicity 
category.  The  numbers  at  the  bottom  of  each  cell  reflect  the  percentage  of  the  total  number  of  practices  in  each  status  to 
the  total  number  of  practices  in  each  urbanicity  category  (i.e.,  the  column  percentage). 

5.3.3  Non-Physician  Practice  Refusals 

Twenty-eight  refusal  conversion  letters  were  sent  to  non-physician  practices  Table  26  displays  the 
distribution  of  refusal  types  by  each  of  the  non-physician  practice  types  (optometrists,  physical  therapists, 
podiatrists,  clinical  psychologists).  As  with  the  physician  practices,  overall,  the  most  common  reasons  for 
refusal  amongst  these  practices  pertained  to  the  difficulty  of  the  survey  and  the  time  necessary  to  complete  it 
In  addition,  lack  of  interest  factored  into  non-physician  practices'  reasons  for  not  returning  the  survey. 
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Table  26 

Distribution  of  Refusal  Types  for  Non-Physician  Practices 
That  Received  Refusal  Conversion  Letters 


Practice  Type 

Physical 

Refusal  Type 

WUlUIIltll  lal 

I  hoironicf 
1  Ilcidpidl 

rUUlall  IM 

Total 

1  Ulal 

4* 

2 

0 

0 

6 

No  Time 

If,  4 

0  0 

21  4 

2 

1 

3 

1 

7 

Too  Difficult 

1  8  ~> 

1  O .  Z. 

16  7 

4?  9 

75  0 

Z.      .  V/ 

25  0 

2 

1 

2 

1 

6 

Not  Interested 

1  8  7 

1  f.  7 

1  u.  / 

78  6 

Z.O .  vJ 

75  0 

7  1  4 

0 

1 

1 

0 

2 

Cannot  Afford 

0  0 

16  7 

14  3 

0  0 

7.0 

2 

0 

0 

2 

4 

Confidentiality 

18.2 

0.0 

0.0 

50.0 

14.2 

Not  Relevant  to 

0 

1 

0 

0 

1 

Practice 

0.0 

16.7 

0.0 

0.0 

3.5 

Not  Interested  in 

1 

0 

1 

0 

2 

HCFA  study 

9.1 

0.0 

14.3 

0.0 

7.0 

Total 

11 

6 

7 

4 

28 

39.3 

21.4 

25.0 

14.3 

100 

Source:  Abl  Associates  Inc.  Survey  Management  System 


*  The  numbers  at  the  top  of  each  cell  reflect  the  total  number  of  practices  assigned  to  each  status  for  each  non-physician  category 
The  numbers  at  the  bottom  of  each  cell  reflect  the  percentage  of  the  total  number  of  practices  in  each  status  to  the  total  number  of 
practices  in  each  non-physician  category  (i.e.,  the  column  percentage). 

5.4  Item  Response  Rate 

The  item  response  rate  refers  to  the  percentage  of  responding  practices  that  provide  an  answer  to  each 
question  in  the  survey.  Table  27  lists  the  item  response  rates  for  the  Survey  of  Practice  Costs  As  depicted  in 
this  table,  the  item  response  was  fairly  high  across  all  of  the  questions  in  the  survey,  ranging  from  a  low  of 
67.7%  to  a  high  of  99.8%.  Most  practices  that  returned  the  survey  completed  the  entire  questionnaire. 

In  general,  questions  pertaining  to  practice  characteristics  had  a  higher  item  response  rate  (83.5%  -  99.8%) 
than  questions  pertaining  to  practice  costs  (67.7%  -  90.4%)  or  service-mix  (82. 1%).  This  finding  is  not 
surprising  since  information  pertaining  to  practice  characteristics  (e.g.,  solo  or  single  specialty  practice)  is 
readily  accessible  and  does  not  require  the  level  of  effort  necessary  to  compile  financial  and  service-mix  data 
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Table  27 


Survey  of  Practice  Costs 
Item  Response  Rate 
(N  =  436  surveys) 


Question 
Number 

Question  Description 

Response 
Number 

Response 
Rate 

Begin  date 

393 

90.1% 

End  date 

391 

89.7% 

Section  I:  Practice  Characteristics 

1 

435 

99.8% 

2 

Ownprshin 

435 

99.8% 

3 

Let?al  organization 

432 

99.1% 

4 

Academic  affiliation 

427 

97.9% 

5a 

Traditional  freestanding  (yes/no) 

425 

97.5% 

5b 

Hosnital-based  (ves/no) 

380 

87.2% 

5c 

Medical  school  facultv  (Ves/no^ 

373 

85.6% 

5d 

Practice-onerated  residency  (ves/no^ 

370 

84.9% 

5e 

Freestandmp  ambnlatorv  surperv  (Ves/no^ 

369 

84.6% 

5f 

Urgent/immediate  (yes/no) 

369 

84.6% 

5g 

Staff  model  HMO  (yes/no) 

369 

84.6% 

5h 

Captive  provider  (yes/no) 

364 

83.5% 

5i 

Other  feature  of  medical  practice 

408 

93.6% 

6a 

Total  #  FTE  providers  -  Medical  specialties 

428 

98.2% 

6b 

Total  #  FTE  providers  -  other  specialties 

412 

94.5% 

7 

Definition  of  FTE  physician  (hours  worked/wk) 

415 

95.2% 

8a 

#  of  FTE  clinical  support  personnel 

424 

97.2% 

8b 

#  of  FTE  non-clinical,  admin.,  clerical  personnel 

426 

97.7% 

9 

Definition  of  FTE  non-physician  (hours  worked/wk) 

427 

97.9% 

10 

Number  of  sites  in  practice 

431 

98.9% 

11 

Total  square  footage  of  practice 

384 

88.1% 

Hal 

Square  footage  owned 

382 

87.6% 

lla2 

Square  footage  leased 

384 

88  1% 
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Table  27  (Continued) 
Survey  of  Practice  Costs 
Item  Response  Rate 
(N  =  436  surveys) 


Question 
Number 

Question  Description 

Response 
Number 

Response 
Rate 

lla3 

Square  footage  neither  owned  nor  leased 

378 

86.7% 

1  lb  1 

Clinical  space 

387 

88.8% 

llb2 

Non-clinical  space 

384 

88.1% 

12a 

%  Revenue  undiscounted  fee-for-service 

425 

97.5% 

12b 

%  Revenue  discounted  fee-for-service 

425 

97.5% 

12c 

%  Revenue  Medicare 

424 

97.2% 

12d 

%  Revenue  Medicaid 

425 

97.5% 

12 

%  Revenue  private  risk-sharing 

424 

97.2% 

12f 

%  Revenue  capitation 

424 

97.2% 

12g 

%  Other  revenue 

425 

97.5% 

Section  II:  Practice  Costs 

1 

Total  practice  expenses 

339 

77.8% 

21 

Total  annual  salaries/wages 

385 

88.3% 

22 

Total  fringe  benefits 

386 

88.5% 

2a3 

%  Physician  tune  devoted  to  patient  services 

392 

89.9% 

2a4 

%  Physician  time  devoted  to  practice  management 

392 

89.9% 

2a5 

%  Physician  time  devoted  to  billings/records 

391 

89.7% 

2a6 

%  Physician  time  devoted  to  research,  teaching, 
training 

391 

89.7% 

2b  1 

Non-physician  clinical  annual  salaries/wages 

391 

89.7% 

2b2 

Non-physician  clinical  fringe  benefits 

390 

89.4% 

2b3 

%  Non-physician  clinical  time  devoted  to  patients 
services 

388 

89.0% 

2b4 

%  Non-physician  clinical  time  devoted  to  practice 
management 

388 

89.0% 

2b5 

%  Non-physician  clinical  time  devoted  to 
billings/records 

388 

89.0% 
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Table  27  (Continued) 
Survey  of  Practice  Costs 
Item  Response  Rate 
(N  =  436  surveys) 


Question 
Number 

Question  Description 

Response 
Number 

Response 
Rate 

2b6 

%  Non-physician  clinical  time  devoted  to  research, 
teaching,  training 

388 

89.0% 

2c  1 

Non-clinical  admin  annual  salaries/wages 

394 

c\  r\  Aft/ 

90.4% 

2c2 

Non-clinical  admin  fringe  benefits 

392 

89.9% 

2c3 

%  Non-clinical  admin  time  devoted  to  patient  services 

390 

89  4% 

2c4 

%  Non-clinical  admin  time  devoted  to  practice 
management 

390 

OA  AO/ 

89.4% 

2c5 

0/   XT             1"            1      J             a.'           J           a.      1   ■      l_  "M  *           /  J 

%  Non-clinical  admin  time  devoted  to  bilhngs/records 

390 

OA  AO/ 

89  4% 

2c6 

%  Non-clinical  admin  time  devoted  to  research, 
teaching,  training 

389 

OA  *\fl/ 

89.2% 

31 

Total  costs  of  contracted  services 

311 

71.3% 

3al 

Total  costs  of  contracted  clinical  physician  services 

315 

72.2% 

3a2 

Patient  services  as  %  of  contracted  clinical  physician 
costs 

311 

71.3% 

3a3 

Practice  management  as  %  of  contracted  clinical 
physician  costs 

310 

71.1% 

3a4 

Billings/records  as  %  of  contracted  clinical  physician 
costs 

310 

71.1% 

3a5 

Research,  teaching,  training  as  %  of  contracted 
clinical  physician  costs 

310 

71.1% 

3bl 

Total  costs  of  contracted  clinical  non-physician 
services 

314 

72.0% 

3b2 

Patient  services  as  %  of  contracted  clinical  non- 
physician  costs 

312 

71.6% 

3b3 

Practice  management  as  %  of  contracted  clinical  non- 
physician  costs 

311 

71.3% 

3b4 

Bilhngs/records  as  %  of  contracted  clinical  non- 
physician  costs 

311 

71.3% 
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Table  27  (Continued) 
Survey  of  Practice  Costs 
Item  Response  Rate 
(N  =  436  surveys) 


Question 
Number 

Question  Description 

Response 
Number 

Response 
Rate 

3b5 

Research,  teaching,  training  as  %  of  contracted 
clinical  non-physician  costs 

311 

71.3% 

3cl 

Total  costs  of  contracted  non-clinical  services 

315 

72.2% 

3c2 

Patient  services  as  %  of  contracted  non-clinical  costs 

311 

71.3% 

Practice  management  as  %  of  contracted  non-clinical 
costs 

1  1  T 

5\L 

1  1  O  /o 

3c4 

Billings/records  as  %  of  contracted  non-clinical  costs 

312 

71  6% 

3c5 

Research,  teaching,  training  as  %  of  contracted  non- 
clinical costs 

311 

71.3% 

4 

Total  non-labor  costs 

382 

87.6% 

4a 

Total  equipment  costs 

390 

89.4% 

4a  1 

Clinical  equipment  costs 

387 

88.8% 

4a2 

Non-clinical  equipment  costs 

389 

89  2% 

4a3 

Cost  of  furnishings 

390 

89.4% 

4b 

Total  supply  costs 

390 

89.4% 

4b  1 

Clinical  supply  costs 

389 

89.2% 

4bla 

Costs  of  supplies  not  resold  to  patients 

387 

88.8% 

4Mb 

Costs  of  supplies  resold  to  patients 

389 

89.2% 

4b2 

Non-clinical  supply  costs 

390 

89.4% 

4c 

Total  facility  costs 

391 

89.7% 

4d 

Physician's  malpractice  insurance  cost 

390 

89.4% 

4e 

Non-physician?s  malpractice  insurance  cost 

386 

88.5% 

4f 

Other  professional  costs 

391 

89.7% 

4g 

Total  other  practice  costs 

382 

87.6% 
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Table  27  (Continued) 
Survey  of  Practice  Costs 
Item  Response  Rate 
(N  =  436  surveys) 


Question 
Number 

Question  Description 

Response 
Number 

Response 
Rate 

51 

Total  annual  salaries/wages  associated  with  revenue- 
generating  services 

354 

81.2% 

Sal 

Non-physician  clinical  provider  annual  salaries/wages 
associated  with  revenue-generating  services 

334 

76.6% 

5bl 

Non-clinical  admin  annual  salaries/wages  associated 
with  revenue-generating  services 

327 

75.0% 

52 

Total  fringe  benefits  associated  with  revenue- 
generating  services 

329 

75.5% 

5a2 

Non-physician  clinical  provider  fringe  benefits 
associated  with  revenue-generating  services 

327 

75.0% 

5b2 

Non-clinical  admin  fringe  benefits  associated  with 
revenue-generating  services 

320 

73.4% 

6 

Total  costs  of  contracted  services  associated  with 
revenue-generating  services 

313 

71.8% 

6a 

Cost  of  contracted  clinical  physician  services 
associated  with  revenue-generating  services 

302 

69.3% 

6b 

Cost  of  contracted  clinical  non-physician  services 
associated  with  revenue-generating  services 

310 

71.1% 

6c 

Cost  of  contracted  non-clinical  services  associated 
with  revenue-generating  services 

311 

71.3% 

6d 

Other  contracted  costs  associated  with  revenue- 
generating  services 

295 

67.7% 

7 

Total  non-labor  costs  associated  with  revenue- 
generating  services 

314 

72.0% 

7a 

Total  equipment  costs  associated  with  revenue- 
generating  services 

329 

75.5% 

7a  1 

Clinical  equipment  costs  associated  with  revenue- 
generating  services 

324 

74.3% 

7a2 

Non-clinical  equipment  costs  associated  with 
revenue-generating  services 

323 

74.1% 
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Table  27  (Continued) 
Survey  of  Practice  Costs 
Item  Response  Rate 
(N  =  436  surveys) 


Question 
Number 

Question  Description 

Response 
Number 

Response 
Rate 

7a3 

Furnishing  costs  associated  with  revenue-generating 
services 

354 

81.2% 

7b 

Total  supply  costs  associated  with  revenue-generating 
services 

330 

75.7% 

7b  1 

Clinical  supply  costs  associated  with  revenue- 
generating  services 

334 

76.6% 

7b2 

Non-clinical  supply  costs  associated  with  revenue- 
generating  services 

329 

75.5% 

8 

Square  footage  associated  with  revenue-generating 
services 

380 

87.2% 

9 

Cost  reporting  basis  (cash/accrual) 

319 

73.2% 

Section  III:  Practice  Service-Mix  Data 

Service-mix 

358 

82.1% 

Source:  Abt  Associates  Inc.  Survey  of  Practice  Costs  and  Service-Mix 


5.5  Decision  to  Terminate  Survey 

In  providing  conditional  clearance  to  field  the  first  replicate  of  the  Survey  of  Practice  Costs,  OMB 
emphasized  that  the  response  rate  had  to  be  at  least  80%  to  ensure  sufficient  response  to  support  policy 
analyses.  It  was  hoped  that  an  interim  report  to  OMB  could  be  submitted  near  the  end  of  data  collection 
for  replicate  1  (August  1996)  with  a  high  enough  response  rate  to  obtain  OMB's  consent  to  continue  with 
replicates  2-4.  However,  the  overall  response  rate  at  that  time  was  only  25%. 

Faced  with  response  rates  well  below  80%,  several  alternative  data  collection  strategies  were  explored  for 
the  balance  of  the  sample.  Based  on  experience  with  the  first  replicate,  it  was  determined  that  the  costs 
of  meeting  response  targets  for  this  sample  would  be  unacceptably  high.  Therefore,  the  Survey  of 
Practice  Costs  was  terminated,  effective  September  30,  1996. 
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6.0  Discussion  of  the  Survey  Data 


Data  from  the  436  surveys  that  were  returned  before  September  30,  1996  are  not  suitable  for  analytic  use 
for  two  reasons:  (1)  the  data  do  not  adequately  represent  the  universe  of  physician  and  non-physician 
practices  and  (2)  no  quality  review  was  performed  on  these  data. 

6.1  Representativeness  of  Practices 

As  explained  in  Section  3.3  and  3.4,  stratified  sampling  was  employed  to  ensure  that  the  total  sample,  as 
well  as  the  first  replicate,  were  representative  of  the  universe  of  physician  and  non-physician  practices 
An  80%  response  rate  from  the  sample  was  needed  to  preserve  the  representativeness  of  the  survey  data 
and  ensure  that  these  data  could  be  used  to  produce  practice  expense  RVUs  that  adequately  reflected  a 
variety  of  practice  types  and  specialties. 

As  reported  in  Chapter  5,  the  overall  response  rate  to  the  survey  was  only  30.7%  for  all  eligible  practices 
Clearly,  an  overall  response  rate  of  30.7%  does  not  allow  researchers  to  accurately  assess  practice  costs 
without  very  high  risk  of  non-response  bias.  In  addition,  although  these  practices  returned  the  survey,  as 
will  be  discussed  in  Section  6.2,  a  survey  cannot  be  considered  "complete"  until  a  thorough  quality 
review  has  been  applied  to  the  data.  Due  to  the  low  response  rate,  no  quality  review  was  performed  As 
a  result,  it  is  possible  that  the  actual  adjusted  response  rate  for  the  entire  replicate  would  be  less  than 
30%  if  this  review  had  been  implemented. 

As  discussed  earlier,  there  was  a  significant  degree  of  variation  in  response  across  these  strata,  which 
further  undermines  the  representativeness  of  the  data.  Responses  by  practice  size  yielded  a  low  of  25  6% 
for  solo  practices  and  a  high  of  39.6%  for  5-9  physician  practices  Responses  by  specialty  yielded  a  low 
of  16.7%  for  pulmonary  disease  and  a  high  of  63.6%  for  multi-specialty  practices  specializing  in  medical 
and  surgical  services.  Response  rates  by  specialty  were  more  variable  than  the  response  rates  by  other 
stratification  variables.  Assuming  that  specialty  correlates  with  service  mix,  the  representativeness  of 
CPT-level  data  must  also  be  questioned.  Response  rates  by  Census  Region  ranged  from  a  low  of  22  9% 
for  the  Mid-Atlantic  region  and  a  high  of  33.4%  for  the  South  East  and  Pacific  regions.  Response  rates 
for  urbanicity  were  the  least  variable  with  a  low  of  29.5%  for  the  urban  practices  and  37.7%  for  the  rural 
practices  Although  these  variations  in  response  rates  are  less  than  that  for  practice  size  and  specialty 
composition,  the  overall  poor  response  still  significantly  limits  the  representativeness  of  the  data. 

The  overall  response  for  the  non-physician  practices  (33.8%)  was  higher  than  for  physician  practices 
(30. 1%).  However,  the  wide  range  of  response  rates  among  non-physician  subgroups  suggest  problems 
similar  to  that  found  in  the  sample  of  physician  practices. 

6.2  Application  of  Quality  Review/Edit  Specifications  and 
Implementation  of  Follow  Up  Procedures 

Since  the  data  from  the  Survey  of  Practices  Costs  were  intended  to  be  used  as  one  option  for  developing  a 
new  resource-based  system  of  reimbursing  physicians  and  non-physicians  for  their  practice  costs,  it  was 
imperative  that  these  data  have  a  high  level  of  accuracy.  Therefore,  a  series  of  edit  specifications  were 
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developed  to  identify  inconsistencies  and  ensure  the  reliability  of  the  information  reported  in  the  survey. 
These  edit  specifications  were  designed  to  identify  problems  such  as: 

•  Invalid  CPT/HCPCS  codes  in  the  service-mix  data; 

Incorrect  total  values  (e.g.,  costs  of  clinical  equipment,  non-clinical  equipment,  and 
furnishings  not  being  equal  to  the  total  equipment  costs); 

Inconsistencies  m  the  reporting  period  of  the  service-mix  and  practice  cost  data;  and, 

•  Inconsistencies  in  the  practice  characteristics  data  (e.g.,  a  solo  practice  with  2  full-time 
equivalent  physicians). 

Prior  practice  expense  studies  that  Abt  has  conducted  reveal  that  these  types  of  errors  do  frequently 
occur.  With  these  past  studies,  follow-up  and  edit  procedures  proved  to  be  critical  in  resolving 
inconsistencies  in  the  data  and  improvmg  the  quality  of  the  data.  However,  at  the  time  that  the  Survey  of 
Practice  Costs  was  terminated,  these  procedures  had  not  been  applied    Given  the  poor  response  achieved 
for  the  first  replicate,  quality  control  expenditures  could  not  be  justified 

Thus,  the  Survey  of  Practice  Costs  data  from  the  first  replicate  cannot  be  used  to  develop  reliable 
estimates  of  the  overhead  costs  associated  with  providing  the  services  on  the  Medicare  Fee  Schedule 
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Appendix  A:  Survey  of  Practice  Costs 
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OMB  No.  0938-0682 
Exp  2799 


SURVEY 
OF 

PRACTICE  COSTS 


Abt  Associates  Inc. 


Practice  Name 
Address  Line  1 
Address  Line  2 


City,  ST  ZIP 
ID  I     I  I 


Your  response  to  this  survey  is  important.  The  data  you  provide  will  be  used  to  assist  in  developing  a  revised 
Medicare  Fee  Schedule  for  services  provided  by  you  and  other  health  care  practitioners. 

This  study  is  sponsored  by  the  Health  Care  Financing  Administration  (HCFA)  and  is  conducted  by  Abt 
Associates  Inc.,  a  private  research  firm. 

All  data  collected  in  this  survey  will  be  confidential. 

This  questionnaire  should  be  completed  by  office  personnel  with  the  most  knowledge  of  practice  costs.  This 
questionnaire  contains  the  following  sections: 


Data  reported  in  all  sections  of  this  survey  should  reflect  activities  and  practice  costs  incurred  during  your 
practice's  most  recent  fiscal  or  calendar  year  for  which  complete  data  are  available.  Please  enter  the 
beginning  and  ending  dates  of  this  reporting  period. 


Section  I: 
Section  II: 
Section  HI: 
Section  IV: 


Practice  Characteristics 
Practice  Costs 
Practice  Service-mix  Data 
Summary  Information 


Page  4-8 
Page  10-14 
Page  16-19 
Page  20 


Beginning  Date: 


/ 


/ 


Ending  Date: 


/ 


/ 


Please  return  by: 


HELP  LINE:  • 


(800)  261-6672      FAX  (312)  621-3840 
Ask  for  Chris  Pervue 

Hours— 8:00  am  -  7:00  pm  Central  Time,  Monday  through  Friday 
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This  page  is  intentionally  blank. 


1 


2 


i 
1 
i 
| 

I 
I 
l 

e 
i 

■ 

i 
1 

■ 
i 


GENERAL  INSTRUCTIONS 


1.  If  more  than  one  individual  in  the  practice  has  received  this  questionnaire,  please  call  the  HELP  LINE. 
The  questionnaire  should  be  completed  only  once  for  the  entire  practice. 

2.  If  your  practice  has  more  than  one  site,  please  respond  for  all  locations.  If  your  practice  shares  space 
or  other  expenses  with  another  practice,  include  only  your  practice's  share  of  the  expenses. 

3.  For  purposes  of  this  survey,  the  term  "physician"  refers  to  a  provider  who  can  bill  directly  to  Medicare, 
that  is,  a  Medical  Doctor  (MD),  Doctor  of  Osteopathy  (DO),  Dentist,  Chiropractor,  Podiatrist, 
Optometrist,  Clinical  Psychologist,  Clinical  Social  Worker,  or  Physical  Therapist  (only  if  the  Physical 
Therapist  bills  Medicare  directly). 

4.  Please  answer  all  questions  as  completely  as  possible.  You  may  send  supporting  documentation  (such 
as  payroll  listings)  if  they  clarify  your  responses. 

5.  If  no  costs  were  accrued  for  a  particular  line  item,  then  please  place  a  "0"  on  the  appropriate  line.  If  a 
particular  line  item  is  NOT  APPLICABLE  to  your  practice,  then  please  write  "NA"  on  the  appropriate 
line.  This  lets  us  know  that  the  item  was  NOT  overlooked.  If  you  do  not  know  the  answer  to  a  question, 
call  our  HELP  LINE. 

6.  Refer  to  the  Definition  of  Terms  and  Question-Specific  Instructions  provided  with  this  questionnaire. 

7.  Please  make  and  retain  a  copy  of  the  completed  questionnaire  and  any  additional  information  that  you 
have  chosen  to  include  with  the  survey.  If  we  have  any  questions  once  you  have  returned  the  survey,  it 
will  be  helpful  if  you  have  a  complete  copy  of  these  documents. 

8.  When  providing  service-mix  data  (Section  IIT),  please  write  your  4-digit  ID  on  the  hard  copy.  If  you  send 
the  service-mix  data  on  diskette,  please  write  the  4-digit  ID  on  the  diskette  label. 

9.  A  postage-paid  return  envelope  is  enclosed  for  your  convenience. 

THANK  YOU  FOR  YOUR  COOPERATION 


According  to  the  Paperwork  Reduction  Act  of  1995,  no  persons  are  required  to  respond  to  a  collection  of  information  unless  it  displays 
a  valid  OMB  control  number.  The  valid  OMB  control  number  for  this  collection  of  information  is  0938-0682.  The  time  required 
to  complete  this  information  collection  is  estimated  to  average  1 2  hours  per  response,  including  time  to  review  instructions,  searching 
existing  data  resources,  gather  the  data  needed,  and  complete  and  review  the  information  collection.  If  you  have  any  comments 
concerning  the  accuracy  of  the  time  estimate  or  suggestions  for  improving  this  form,  please  write  to:  HCFA,  P.  O.  Box  26684, 
Baltimore,  MD  2 1 207  and  to  the  Office  of  Information  and  Regulatory  Affairs,  Office  of  Management  and  Budget,  Washington,  DC 
20503. 
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I.    Practice  Characteristics 


For  items  1-4,  please  check  the  single  category  in  each  item  that  best  described  this  practice  in  the  reporting 
year  you  indicated  on  the  cover  page. 


1.    Size  and  specialty  composition 

a.  Solo  practice 

b.  Single  specialty  group  practice 

c.  Multi-specialty  group  practice 


CHECK  ONE 
□ 

□ 

□ 


2.  Ownership 


a.  Physician-owned 

b.  Private  hospital 

c.  Other  corporate 

d.  Medical  school,  college  or  university 


e.  Government 


f.    Other  (Describe^ 


CHECK  ONE 
□ 

□ 

□ 

□ 

□ 

□ 


3.     Legal  organization 


a.  Sole  proprietorship 


b.  Partnership 


c.  For-profit  corporation 

d.  Non-profit  corporation/foundation 


e.    Other  (Describe) 


CHECK  ONE 


□ 
□ 
□ 
□ 
□ 


PLEASE  REVIEW  DEFINITIONS  AND  CALL  THE  HELP  LINE  WITH  QUESTIONS  800-261-6672 
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4.  Academic  affiliation 

CHECK  ONE 

a.  None  LJ 

b.  Medical  school 

c.  Teaching  hospital  residency  program 

d.  Foundation-based  residency  program 

e.  University  student  health  center 

5.  The  following  list  describes  different  features  of  medical  practice.  For  each,  check  whether  or  not 
the  feature  described  this  practice. 

YES  NO 

a.  Traditional  freestanding  medical  practice  EH  EH 

b.  Hospital-based  practice 

c.  Medical  school  faculty  practice  plan  EH  EH 

d.  Practice-operated  residency  program  LJ  EH 

e.  Freestanding  ambulatory  surgery  center  EH  EH 

f.  Urgent/immediate  care  practice  EH  EH 

g.  Staff  model  health  maintenance  organization  (HMO)  EH  EH 

h.  Captive  provider  practice  m  a  direct 
contracting  situation 

i.  Other  (Describe)   EH  EH 


PLEASE  REVIEW  DEFINITIONS  AND  CALL  THE  HELP  LINE  WITH  QUESTIONS  800-261-6672 
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10.  If  your  practice  included  multiple  sites,  please  provide  the 
number  of  sites. 


Number  of  sites 


11.  During  the  reporting  year,  what  was  the  square  footage  of  this  practice,  including  all  sites? 
The  square  footage  in  each  column  should  equal  the  total  square  footage. 


Total  Square  Footage: 

A.  Ownership 

B.  Use 

Owned 

Clinical  Space 

Leased 

Non-clinical  Space 

Neither  Owned  nor  Leased 

In  the  following  question  we  are  seeking  information  to  describe  your  practice's  payor  mix  and  methods 
of  payment. 

12.  During  the  reporting  year,  approximately  what  proportion  of  patient  care  net  revenues  (i.e., 


collections  following  any  contractual  adjustments)  was... 

a.  Undiscounted  Fee-for-service   % 

b.  Discounted  Fee-for-service  (excluding  Medicare  and  Medicaid)   % 

C  Medicare  (excluding  capitation  plans)  % 

d.  Medicaid  (excluding  capitation  plans)   % 

e.  Private  risk-sharing  (other  than  capitation;  e.g.,  package  pricing)   % 

f.  Capitation  (excluding  stop  loss)   % 

g.  Other  (Describe)    % 
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This  page  intentionally  blank. 
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II.  Practice  Costs 


In  this  section,  please  report  practice  costs  incurred  during  the  last  complete  calendar  or  fiscal  year  that  you 
indicated  on  the  cover  page.  Some  of  this  information  can  be  based  on  recent  tax  returns  and  other  existing 
financial  records. 

If  your  practice  operates  revenue-generating  services  not  covered  by  the  Medicare  Fee  Schedule  (e.g.,  physician 
office  laboratory,  pharmacy),  include  the  costs  of  these  services  in  the  total  costs  you  report  in  Items  1  -4  as  well 
as  reporting  these  costs  separately  in  Items  5-8.  If  your  practice  is  affiliated  with  a  certified  Ambulatory  Surgery 
Center  (ASC),  DO  NOT  INCLUDE  THE  ASC  COSTS. 

1.  Total  practice  expenses,  excluding  salaries  and  fringe  benefits  of 
physicians  and  other  providers  who  can  bill  directly  to  Medicare  (This 

figure  should  be  the  sum  of  all  costs  reported  in  Items  2-4,  below.)  $  

2.  Labor  Costs 

TOTAL  LABOR  COSTS:  Please  record  total  labor  expenses  (salaries,  wages,  fringe  benefits)  excluding 
compensation  for  physicians  (refer  to  definition  of  physician  below  the  chart).  Column  1  of  this  row  should 
equal  the  sum  of  annual  salaries/wages  in  rows  B  and  C.  Column  2  of  this  row  should  equal  the  sum  of  fringe 
benefits  in  rows  B  and  C. 

ROW  A:  DO  NOT  COMPLETE  COLUMNS  1  AND  2.  In  columns  3-6  estimate  the  percentage  of  time 
devoted  by  physicians  to  the  functions  identified  in  the  columns  (Patient  Services,  Practice  Management, 
Billings/Records,  and  Research/Teachmg/Training). 

ROWS  B  and  C:  In  columns  1  and  2,  record  total  salaries  and  fringe  benefits  for  the  labor  categories  in  each 
row.  If  an  individual  fits  in  more  than  one  row,  record  expenses  in  the  row  that  best  describes  that  individual. 
In  columns  3-6,  estimate  the  percentage  of  time  each  group  devotes  to  the  functions  mdicated  m  the  columns. 

3.  Contracted  Services  by  Function 

TOTAL  COSTS  OF  CONTRACTED  SERVICES:  Record  total  expenses  for  contracted  services.  Column 
1  of  this  row  should  equal  the  sum  of  contracted  services  in  rows  A-C. 

ROWS  A-C:  In  column  1,  record  expenses  in  the  each  row  for  physician,  other  clinical,  and  Non-clinical  services 
contracted  by  your  practice.  In  columns  2  through  5,  please  estimate  the  percentage  of  expenses  in  each  cost 
category  devoted  to  the  functions  mdicated  m  the  columns. 
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Annual  Practice  Costs 


4.  Total  Non-labor  Costs  {Exclude  costs  reported  in  2  or  3)  $ 

A.  Total  Equipment  Costs:  (annual  depreciation  and  interest  based  on 

IRS  rules,  lease  payments,  maintenance  costs,  and  service  contracts)  $ 

1 .  Clinical  Equipment  (used  in  the  direct  provision  of  patient  care, 

e.g.,  all  equipment  in  exam  rooms,  imaging  equipment,  lab  equipment)  J 

2.  Non-clinical  Equipment  (office  equipment  such  as  computers,  $ 
copiers,  desks,  telephones,  postage  machines) 

3.  Furnishings  (all  capital  items  not  included  above,  including  $ 
leasehold  improvements  and  furniture) 

B.  Total  Supply  Costs:  $ 

1 .  Clinical  Supplies  $ 

a.  Not  resold  tO  patients  (e.g.,  bandages,  sutures,  tubing,  $ 
pharmaceuticals,  media,  X-ray  film) 

b.  Resold  tO  patients  (e.g.,  hearing  aids,  contact  lenses,  $ 
pharmaceuticals) 

2.  Non-clinical  Supplies  (e.g.,  stamps,  office  supplies,  waiting  $ 
room  furnishings) 

C.  Total  Facility  Costs:  (e.g.,  rent  or  mortgage,  utilities,  property  tax, 
maintenance,  property  insurance,  building  liability  insurance)  $ 

D.  Physician's  Malpractice  Insurance  $ 

E.  Non-physician's  Malpractice  Insurance  $ 

F.  Other  Professional  Costs  (e.g.,  professional  dues/licenses,  continuing  $ 
medical  education) 

G.  Total  Other  Practice  Costs  (e.g.,  practice  acquisition  costs,  $ 

marketing  costs) 

1 .  Other  (Describe)   $ 

2.  Other  (Describe)   $ 

3.  Other  (Describe)   $ 
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IF  THIS  PRACTICE  OPERATED  ANY  REVENUE-GENERATING  SERVICES  NOT  COVERED  BY  THE 
MEDICARE  FEE  SCHEDULE  (E.G.,  PHYSICIAN  OFFICE  LABORATORY,  PHARMACY,  OPTICIAN 
SERVICES),  ANSWER  ITEMS  5-8  FOR  THESE  SERVICES,  OTHERWISE  SKIP  TO  ITEM  9. 

5.  Total  Labor  Costs 


Total  Labor  Costs 

Annual  Salaries/Wages 

Fringe  Benefits 

1U1  A_L  LAdUK  LUj  1  o 

$ 

$ 

A.       Non-physician  Clinical  Providers* 

$ 

$ 

B.       Non-clinical  Administrative  and  Clerical** 

$ 

$ 

*Includes:  Audiologists,  Pharmacists,  Lab  technicians,  Opticians,  and  all  other  clinical  support  staff. 

**Includes  all  administrative  and  clerical  support  personnel  as  well  as  practice  management  and  other  Non-clinical  support  staff. 

6.  Total  Costs  of  Contracted  Services 

$ 

A.  Clinical,  Physician  services 

$ 

B.  Non-physician  clinical  services 

c 

C.  Non-clinical  services 

$ 

D.  Other  (Describe) 

$ 

7.  Total  Non-labor  Costs 

$ 

A.    Total  Equipment:  (annual  depreciation  and  interest  based 
on  IRS  rules,  lease  payments,  maintenance  costs,  and  service 

$ 

contracts) 

1 .     Clinical  Equipment  (used  in  the  direct  provision  of 

$ 

patient  care,  e.g.,  all  equipment  in  exam  rooms,  imaging 
equipment,  lab  equipment) 

2.    Non-Clinical  Equipment  (office  equipment  such  as 

$ 

computers,  copiers,  desks,  telephones,  postage  machines) 

3.     Furnishings  (all  capital  items  not  included  above, 

$ 

including  leasehold  improvements  and  furniture) 

B.  Total  Supply  Costs: 

$ 

1.    Clinical  Supplies 

$ 

2.    Non-clinical  Supplies  (e.g.,  stamps,  office  supplies) 

$ 

PLEASE  REVIEW  DEFINITIONS  AND  CALL  THE  HELP  LINE  WITH  QUESTIONS  800-261-6672 
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8.   What  is  the  square  footage  allocated  to  this  service? 

Square  Footage 

TOTAL 


a.  Owned 

b.  Leased 

c.  Neither  Owned  nor  Leased 


Note:  a  +  b  +  c  should  equal  the  Total  Square  Footage 

9.   Are  the  costs  in  this  section  (items  1-8  above)  reported  on  a  cash  or  accrual  basis? 

CHECK  ONE 

a.  Cash  LJ 

b.  Accrual 

c.  Both  □ 
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This  page  intentionally  blank. 
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in.  Practice  Service-mix  Data 


This  section  requests  counts  of  how  often  during  the  reporting  year  your  practice  provided  each  service  (e.g., 
individual  CVY-4  or  other  HCPCS  codes)  in  the  office  and  other  settings  (e.g.,  hospital  inpatient  department, 
ER,  ambulatory  surgery  center,  etc.). 

We  recognize  that  providing  these  service-mix  data  may  be  difficult  and  we  hope  to  minimize  the  time  required 
to  complete  the  survey  and  still  receive  an  accurate  description  of  the  services  provided  by  your  practice. 
Table  1  (page  17)  describes  the  information  we  are  asking  you  to  provide.  If  you  cannot  supply  this 
information  in  this  detail,  please  call  the  HELP  LINE. 

If  there  are  multiple  providers  in  your  practice,  we  prefer  that  the  information  you  supply  combines  the 
service-mix  for  all  providers  in  the  practice  (rather  than  a  separate  report  for  each  provider).  If  a  summary 
is  not  possible,  please  provide  the  data  for  each  individual  provider. 

Service  (Columns  A-B) 

Service  Code  (Column  A):  This  is  typically  a  Current  Procedural  Terminology  (CPT-4)  code  for  a 
service,  but  it  may  also  include  other  HCPCS  codes.  If  your  data  system  includes  labels  for  codes,  please 
include  the  label.  If  your  practice  uses  another  classification  of  services,  please  include  the  definitions  for 
these  alternative  service  codes  with  your  completed  survey  materials. 

The  service-mix  for  your  practice  should  include  clinical  services  your  practice  may  have  purchased  from 
other  entities  and  all  billable  services  and  supplies.  We  do  not  need  any  breakdown  by  payor. 

Modifier  (Column  B) 

Technical/Professional  Modifier:  Whenever  relevant,  provide  separate  counts  for  services  billed  as 
professional,  technical,  and  global  components. 

Anesthesia  Modifiers  for  Surgery:  Whenever  relevant,  provide  separate  counts  of  surgical  services 
identified  with  an  anesthesia  modifier. 

All  Other  Modifiers:  If  your  records  contain  other  modifiers,  you  do  not  need  to  exclude  them. 

Counts  of  Services  (Columns  C-E) 

Site-of-Service:  Please  provide  separate  counts  for  services  performed  in  office  (Column  C)  and  for 
services  performed  out  of  office  (Column  D).  Add  the  counts  for  both  settings  for  each  service  code  and 
record  it  in  the  Performed  in  Total  column  (Column  E). 
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Table  1 


Example  of  Service-mix  Data  Submission 

Service 

Counts  of  Services 

A. 

L?C1  vice  vUUC 

B. 

TVf  nHifiPF^ 

Site-of-Service3 

E. 

Pprformprf  in 

JL  VI  1U1  lllvll  111 

Total 

c 

Performed  in 
Office 

i/i 

Performed  out  of 
Office2 

10040 

545 

0 

545 

17263 

14 

0 

14 

17263 

47 

12 

0 

12 

76705 

243 

0 

243 

76705 

26 

0 

359 

359 

76705 

TC/27 

7 

0 

7 

• 

85031 

2452 

0 

2452 

99201 

8,122 

3,245 

11,367 

1    Technical  component  services  have  a  modifier  of  TC  or  27 

Professional  component  only  services  have  a  modifier  of  26  (or  PC) 
Global  services  have  neither  TC  nor  26  as  modifiers 
Anesthesia  modifier  is  47 

2 

Out  of  office  locations  include  outpatient  hospital/clinic,  ambulatory  surgery  center,  inpatient  hospital,  nursing  homes,  and 
all  other  non-office  sites. 

3    If  service  volumes  by  site-of-service  are  unavailable,  please  complete  Table  2  on  page  19. 

If  you  have  any  questions  regarding  our  request  (including  questions  about  sending  the  data  in 
computerized  format)  for  your  practice's  service-mix,  please  call  the  HELP  LINE  at  (800)  261-6672;  ask 
for  Chris  Pervue. 
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GUIDELINES  FOR  SUBMISSION  OF  SERVICE-MIX  INFORMATION 


We  ask  that  you  submit  the  service-mix  data  on  hard-copy  in  the  format  displayed  in  Table  1  (page  17).  To 
do  so,  please  follow  the  Guidelines  for  Submitting  Hard-Copy  Medium,  below. 

If  these  data  can  also  be  provided  in  a  computerized  format,  it  would  be  most  helpful  to  us.  If  you  can  send 
these  data  electronically,  please  send  the  hard-copy  data  plus  a  diskette-using  the  Guidelines  for  Submitting 
Electronic  Medium,  below. 

Guidelines  for  Submitting  Hard-Copy  Medium: 

•  Printed  computer  report,  typed,  or  legible  handwritten  format 

•  If  possible,  list  data  in  ascending  order  of  service  code  (e.g.,  CPT-4,  HCPCS) 

Guidelines  for  Submitting  Electronic  Medium: 

•  3.5  or  5.25  inch  diskette 

•  Spreadsheet  (e.g.,  Lotus,  QuatroPro,  Excel),  database  (e.g.,  DBASE,  Paradox),  or  ASCII  format 
(labeled) 

•  Each  data  element,  listed  below  should  be  in  five  separate  fields: 

—  service  code 

—  modifier  (technical/professional,  anesthesia,  other) 

—  number  of  times  the  service  was  performed  in  the  office 

—  number  of  times  the  service  was  performed  in  other  settings 

—  total  number  of  times  the  service  was  performed 

•  If  you  cannot  provide  the  data  in  the  formats  mentioned  above,  please  feel  free  to  call  our  HELP 
LINE.  We  can  then  discuss  other  options  for  you  to  send  the  data  electronically. 

•  Label  the  diskette  with  format  information,  practice  name,  and  four-digit  ID  number  (see  front  of 
questionnaire) 

IF  YOU  ARE  UNABLE  TO  PROVIDE  SERVICE-SPECIFIC  FREQUENCIES  BY  SETTING 

Table  2  (page  19)  is  to  be  completed  only  if  you  are  unable  to  breakdown  service-mix  frequencies  by  setting  (i.e., 
performed  in  office  vs.  performed  out  of  office).  In  Table  2,  please  list  your  practice's  25  most  common  CPT 
Codes  (by  volume)  and  for  each  code  estimate  the  total  volume  of  each  service  performed,  and  the  percentage  of 
services  that  are  performed  in  the  office  and  out  of  the  office  during  a  "typical"  month.  The  percentages  provided 
in  each  row  should  total  100%.  We  ask  that  you  still  provide  the  data  for  columns  A,  B,  and  E  from  Table  1 
(page  1 7)  on  hard-copy. 
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Table  2 

Top  25  Services 
Percentage  of  Patient  Services  Performed  by  Site-of-Service 


A. 

Service  Code 

B. 

Total  Volume 

c. 

Performed  in  Office 

D. 

Performed  Out  of  Office* 

E. 

Total  Percentape 

1. 

% 

% 

100% 

2. 

% 

% 

100% 

3. 

% 

% 

100% 

4. 

% 

% 

100% 

5. 

0/ 

vo 

0/ 
70 

1  UUvo 

6. 

% 

% 

100% 

7. 

% 

% 

100% 

8. 

% 

% 

100% 

9. 

% 

% 

100% 

10. 

% 

% 

100% 

11. 

% 

% 

100% 

12. 

% 

% 

100% 

13. 

% 

% 

100% 

14. 

% 

% 

100% 

15. 

% 

% 

100% 

16. 

% 

% 

100% 

17. 

% 

% 

100% 

18. 

% 

% 

100% 

19. 

% 

% 

100% 

22. 

% 

% 

100% 

20. 

% 

% 

100% 

21. 

% 

% 

100% 

23. 

% 

% 

100% 

24. 

% 

% 

100% 

25. 

% 

% 

100% 

*  Out  of  office  locations  include  outpatient  hospital/clinic,  ambulatory  surgery  center,  inpatient  hospital,  nursing  homes  and  all  other 


non-office  sites. 
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IV.  Summary  Information 


1.  In  completing  this  survey,  did  you  rely... 

a.  Primarily  on  Computerized  Records 

b.  Primarily  on  "Hard  Copy"  Records 

c.  About  Equally  on  Both  Types  of  Records 

2.  Did  you  use  an  accountant  or  billing  service  in  the  completion  of  this  survey? 

Yes  □ 

No  □ 

3.  Please  provide  the  following  information. 

Physician  Name/Practice   

Primary 

Survey  Respondent 


Other  Contact  Name 


Survey  Respondent 

Phone  Number  (  ) 

Fax  Number  (  ) 


Thank  You 
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Appendix  B:  Definition  of  Terms  and 
Question  Specific  Instructions 


Definition  of  Terms  and  Question-Specific  Instructions 


Definitions  for  many  of  the  terms  used  in  the  Survey  of  Practice  Costs  are  listed  below.  Definitions  for 
general  terms  are  provided  in  Part  I.  Definitions  for  specific  question  items  are  in  Part  II.  Not  every  item 
in  the  questionnaire  has  a  definition  since  some  are  self-explanatory. 

Part  II  lists  the  definitions  by  question  number  so  that  you  can  easily  find  a  definition  for  a  specific  term. 


Part  I:  Definitions  of  General  Terms 


Practice:  A  'practice'  is  a  legal  entity  existing  to  provide  health  services,  excluding 
institutional  providers  such  as  hospitals,  medical  schools  or  long-term  care  facilities.  A 
practice  may  consist  of  a  solo  practitioner,  two  or  more  partners,  or  a  group  of  practitioners 
organized  for  this  purpose.  A  practice  may  operate  in  more  than  one  geographic  location. 
If  your  practice  consists  of  multiple  practitioners  and/or  operates  in  several  sites,  we  ask  that 
you  complete  only  a  single  questionnaire  for  all  practices  and  all  sites. 

Physician:  For  purposes  of  this  survey,  the  term  "physician"  refers  to  a  provider  who  can 
bill  directly  to  Medicare,  that  is,  a  Medical  Doctor  (MD),  Doctor  of  Osteopathy  (DO), 
Dentist,  Chiropractor,  Podiatrist,  Optometrist,  Clinical  Psychologist,  Clinical  Social  Worker, 
or  Physical  Therapist  (only  if  the  Physical  Therapist  bills  Medicare  directly). 

Multiple  Sites:  We  are  interested  in  collecting  data  on  the  practice  costs  from  ah  of  the 
office  locations  serviced  by  the  health  providers  in  your  practice. 

If  your  practice  is  owned  and/or  operated  by  a  corporation  with  sites  located  nationwide,  we 
are  only  interested  in  the  practice  costs  associated  with  sites  located  in  the  patient  service  area 
serviced  by  your  health  providers  (i.e.,  we  do  not  want  the  practice  costs  associated  with  all 
of  the  nationwide  sites). 

Reporting  Period:  Please  report  the  practice  costs  incurred  during  your  practice's  most 
recent  fiscal  or  calendar  year  for  which  complete  data  are  available.  In  most  cases,  this 
would  likely  be  the  calendar  year  for  1995  (January  1,  1995  through  December  31,  1995)  or 
for  your  fiscal  '96  year  (which  will  vary  from  practice  to  practice).  We  encourage  you  to  use 
the  time  frame  that  is  most  convenient  for  you,  so  long  as  the  information  reported  is  for  a 
12  month  period. 

Shared  Space:  A  health  provider  may  share  office  space  with  another  health  provider  who 
is  not  a  part  of  his  or  her  "practice."  In  determining  practice  costs  we  would  like  you  to 
report  the  expenses  of  the  "shared  space"  for  which  your  practice  is  responsible. 
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Part  II:  Definitions  for  Questionnaire  Items 


Practice  Characteristics 

SIZE/SPECIALTY 

l.a.  Solo  practice:  A  solo  provider  who  is  responsible  for  all  the  liabilities  of  the  practice.  The 

practice  is  not  associated  with  a  hospital  through  a  legal/contractual  relationship  which 
encompasses  management,  ownership,  financial,  and/or  operational  issues. 

l.b.  Single  specialty  group  practice:  A  medical  group  that  focuses  its  clinical  work  in  one 

specialty.  For  example,  an  ophthalmology  group  with  retina  specialists,  glaucoma  specialists, 
and  refraction  specialists  should  be  classified  as  a  single  specialty  ophthalmology  group  even 
though  it  comprises  many  different  subspecialties  of  ophthalmology.  The  medical  group  may 
or  may  not  associated  with  a  hospital  through  a  legal/contractual  relationship  which 
encompasses  management,  ownership,  financial,  and/or  operational  issues. 

1.  e.  Multi-specialty  group  practice:  A  medical  group  that  contains  providers  practicing  in 

different  specialties  (with  primary  and/or  specialty  care)  but  shares  practice  expenses  and 
revenues.  The  medical  group  may  or  may  not  be  associated  with  a  hospital  through  a 
legal/contractual  relationship  which  encompasses  management,  ownership,  financial,  and/or 
operational  issues. 

OWNERSHIP 

2.  a.  Physician-owned:  Owned  by  one  or  more  practitioners  who  practice  in  the  organization. 

The  practitioners  own  all  the  assets  and  incur  all  the  liabilities. 

2.b.  Private  hospital:  A  private  hospital  owns  the  assets  and  incurs  the  liabilities  of  the  medical 

practice. 

2.c.  Other  corporate:  Owned  by  an  organization  recognized  by  state  law  as  a  business  entity 

separate  and  distinct  from  its  shareholders  that  has  been  granted  a  state  charter  that  outlines 
legal  rights  and  responsibilities.  It  is  liable  for  all  its  obligations  up  to  the  limit  of  its  assets. 
Shareholders,  directors  and  officers  are  not  generally  liable  for  debts  and  obligations  of  a 
corporation. 

2.d.  Medical  school,  college  or  university:  The  medical  practice  is  owned  by  a  university  or 

medical  school. 

2.e.  Government:  Owned  by  a  government  organization  at  the  Federal,  state,  or  local  level. 

Government  funding  is  not  a  sufficient  criterion  for  this  category. 

2.f.  Other:  Owned  by  an  entity  other  than  those  listed  above.  Please  provide  a  brief  description 

in  the  questionnaire. 


2 


LEGAL  ORGANIZATION 


3. a.  Sole  proprietorship:  An  organization  with  a  single  owner  who  is  responsible  for  all  profits, 

losses,  assets,  and  liabilities. 

3.b.  Partnership:  An  unincorporated  organization  where  two  or  more  individuals  have  agreed 

that  they  will  share  profits,  losses,  assets,  and  liabilities  (although  not  necessarily  on  an  equal 
basis).  The  partnership  agreement  may  or  may  not  be  formalized  in  writing. 

3.c.  For-profit  corporation:  A  for-profit  organization  recognized  by  law  as  a  business  entity 

separate  and  distinct  from  its  shareholders. 

3.d.  Non-profit  corporation/foundation:  An  organization  that  has  obtained  special  exemption 

under  Part  501(c)  of  the  Internal  Revenue  Service  code  that  qualifies  the  organization  to  be 
exempt  from  federal  income  taxes.  To  qualify  as  a  tax-exempt  organization,  a  medical 
practice  or  faculty  practice  plan  would  have  to  provide  evidence  of  a  charitable,  educational 
or  research  purpose. 

3.  e.  Other:  Any  practice  that  is  a  legal  entity  other  then  those  listed  above.  Please  provide  a 

brief  description. 

ACADEMIC  AFFILIATION 

4.  a.  None:  The  practice  has  no  academic  affiliation. 

4.b.  Medical  school:  The  medical  practice  is  based  at  and  administered  by  the  medical  school. 

Practice  physicians  have  faculty  appointments  and  provide  care  to  patients  as  part  of  an 
organized  research  program,  undergraduate  medical  education  program,  or  residency 
program. 

4.c.  Teaching  hospital  residency  program:   A  residency  program  sponsored  by  a  hospital 

accredited  with  one  or  more  education  programs  in  nursing,  medicine,  or  mid-level  provider 
professions. 

4.d.  Foundation-based  residency  program:  A  residency  program  sponsored  by  a  not-for-profit 

health  care  organization  other  than  a  hospital. 

4.e.  University  student  health  center:  A  practice  that  provides  health  care  services  exclusively 

to  the  students  and/or  faculty  of  a  university  or  college. 


PRACTICE  FEATURES 


5. a.  Traditional  freestanding  medical  practice:    A  solo  or  group  practice  that  operates 

independently  from  a  hospital  or  any  other  entity. 

5.b.  Hospital-based  practice:    A  practice  that  shares  its  space  and  overhead  costs  with  an 

inpatient  facility  that  admits  patients  for  overnight  stays,  incurs  practice  care  costs  and 
generates  bed  day  revenues. 

5.c.  Medical  school  faculty  practice  plan:  A  separate  entity  affiliated  with  or  owned  by  a 

medical  school  where  physicians  are  on  the  faculty. 

5.d.  Practice-operated  residency  program:  A  practice-operated  graduate  medical  education 

program. 

5.e.  Freestanding  ambulatory  surgery  center:  A  freestanding  entity  specifically  licensed  to 

provide  surgical  services  that  are  performed  on  a  same-day  outpatient  basis. 

5.f.  Urgent/immediate  care  practice:  A  facility  that  supplies  its  patients  with  convenient  health 

care  services  by  providing  primary  care  without  an  appointment. 

5  g.  Staff  model  health  maintenance  organization  (HMO):    An  HMO  that  employs  its 

physicians  or  contracts  exclusively  with  a  medical  group  to  provide  health  care  services  to 
enrollees. 

5.  h.  Captive  provider  practice  in  a  direct  contracting  situation:   A  medical  practice  that 

exclusively  serves  the  employees  of  a  single  (usually  large)  company,  corporation  or  other 
organization  on  a  contract  basis. 

5.i.  Other:  Features  of  a  medical  practice  that  do  not  fit  any  of  the  categories  listed  above. 

Please  provide  a  brief  description. 

FTE  PROVIDERS 

6.  Full-time  equivalent  physicians  (FTE):  Please  review  the  definition  of  "physician"  for  this 
study  in  the  General  Instructions  on  page  2  of  the  questionnaire.  The  number  of  physician 
FTEs  reported  in  this  grid  should  represent  the  total  number  of  FTE  physicians  in  the  practice 
at  the  end  of  the  reporting  period  (see  definition  for  Reporting  Period  on  page  1).  Only  count 
physicians  involved  in  clinical  care.  Do  not  include  full-time  physician  administrators.  The 
number  of  FTEs  is  defined  by  what  your  practice  considers  to  be  a  typical  full  week  of  work 
for  physicians.  For  example,  if  your  practice  considers  a  full  week  of  work  for  a  physician 
to  be  40  hours,  then  a  physician  working  at  least  40  hours  a  week  gets  counted  as  1 .0  FTE. 
An  individual  should  not  be  counted  as  more  than  1 .0  FTE  regardless  of  the  number  of  hours 
worked.  If  a  single  physician  works  in  more  than  one  specialty,  indicate  the  specialty  where 
he  or  she  spends  the  most  time. 
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The  FTE  of  a  part-time  physician  can  be  computed  by  comparing  the  time  spent  working  for 
the  practice  to  the  time  spent  in  a  normal  work  week.  For  example,  a  physician  working  on 
behalf  of  the  practice  for  20  hours  compared  to  a  normal  work  week  of  40  hours  would  be 
classified  as  0.5  FTE,  and  a  physician  working  30  hours  a  week  would  be  counted  as  .75 
FTE,  etc. 

6.  A.  Medical  Specialties:  Please  record  the  number  of  FTE  physicians  as  best  as  possible  using 

the  categories  in  columns  one  and  two  in  the  grid  provided.  If  physicians  do  not  fit  into  one 
of  the  specialty  categories  provided,  then  you  may  record  them  in  row  labeled  as  "All  Other 
Specialties." 

6.  B.  Other  Specialties:  Your  practice  may  consist  of  a  mixture  of  physicians  and  other  health 

care  providers  listed  in  column  B  of  this  grid.  These  health  care  providers  bill  their  services 
directly  to  Medicare.  These  providers  should  exclude  other  clinical  personnel  who  serve  in 
a  supporting  staff  role  and  cannot  bill  their  services  directly  to  Medicare  (e.g.,  technicians, 
nurses,  etc.). 

7.  How  does  your  practice  define  a  full-time  position,  in  terms  of  hours  per  week:  Please 
record  the  total  number  of  hours  that  your  practice  considers  a  full  week  of  work  for  your 
health  care  providers  reporting  in  item  6. 

8.  FTE  support  personnel:  In  this  grid  we  would  like  you  to  record  the  number  of  FTEs 
separately  for  Clinical  Support  Personnel  (see  definition  below)  in  column  A  and  for  Non- 
Clinical  Administrative  and  Clerical  Personnel  (see  definition  below)  in  column  B.  Refer  to 
definition  of  "Full-time  equivalent  physicians:  (FTE)"  on  page  4  to  answer  this  question. 

8. A.  Clinical  Support  Personnel:  Clinical  support  personnel  involved  in  patient  care  and  not 

reported  in  item  6.  This  category  includes  registered  nurses,  licensed  practical  nurses, 
physician  assistants,  lab  technicians,  x-ray  technicians,  and  other  technicians,  etc. 

8.B.  Non-Clinical  Administrative  and  Clerical  Personnel:  Administrative  staff  do  not  spend  a 

majority  of  their  time  in  direct  patient  care  services.  They  include  practice  administration 
management  staff  in  human  resources,  marketing,  medical  records  administration,  quality 
assurance,  utilization  review,  purchasing,  etc. 

Clerical  staff  serve  as  support  staff  for  business  functions  and  do  not  provide  direct  patient 
care  services.  These  staff  maintain  the  non-medical  operation  of  the  office:  they  schedule 
appointments,  provide  secretarial  services,  answer  billing  questions,  and  perform  other 
clerical  and  administrative  functions.  These  staff  include:  receptionists,  scheduling  and 
medical  secretaries,  medical  records  clerks,  data-entry  staff,  clerks,  cashiers,  and 
insurance/billing  clerks. 


5 


NUMBER  OF  SITES 


10.  Number  of  sites:  See  definition  of  Multiple  Sites  on  Page  1 .  This  includes  the  total  number 
of  sites  in  your  patient  service  area  reported  in  your  response  that  are  serviced  by  the 
physicians  and  other  health  care  providers  in  your  practice.  If  your  practice  has  a  shared  site 
(see  definition  of  Shared  Space  on  page  1),  this  would  also  be  included  in  the  total  number. 

SQUARE  FOOTAGE 

11.  Total  Square  Footage:  Total  number  of  finished  and  occupied  square  feet  within  outside 
walls.  Do  not  include: 

•  Parking  space 

•  Off-site  storage 

This  is  the  total  square  footage  of  space  that  is  occupied  by  the  practice  across  all  sites, 
regardless  of  whether  the  space  is  considered  for  clinical  or  non-clinical  use,  and  regardless 
of  whether  the  space  is  owned,  leased  or  granted.  If  your  practice  has  shared  space,  include 
only  that  portion  of  space  that  is  occupied  by  your  practice.  The  figures  in  column  A  of  the 
table  (Owned,  Leased,  Neither  Owned  nor  Leased)  should  sum  to  the  Total  Square  Footage. 
Correspondingly,  the  figures  in  column  B  of  the  table  (Clinical  and  Non-clinical  space)  should 
also  sum  to  the  Total  Square  Footage. 

A.  Ownership 

1.  Owned:  This  is  the  total  square  footage  of  space,  across  all  sites,  that  is  owned  by  the 
practice. 

2.  Leased:  This  is  the  total  square  footage  of  space,  across  all  sites,  that  is  rented  or  leased  by 
the  practice. 

3.  Neither  owned  nor  leased:  This  is  the  total  square  footage  of  space,  across  all  sites,  that  is 
neither  owned  nor  leased  by  the  practice.  This  may  be  applicable  when  space  is  used  by  the 
practice  that  is  provided  by  an  individual,  institution  or  other  entity  at  no  cost  to  the  practice. 

B.  Use 

1.  Clinical  space:   This  is  the  total  square  footage  of  space,  across  all  sites,  that  is  used 

specifically  for  activities  directly  and/or  indirectly  related  to  patient  care.  For  example,  a 
restroom  that  is  connected  to  a  clinical  space  and  is  used  exclusively  for  patients,  should  be 
counted  as  clinical  space.  An  area  that  is  used  for  storing  clinical  equipment  is  not  considered 
clinical  space  unless  the  same  area  is  also  used  in  the  treatment  or  care  of  patients. 
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2.  Non-clinical  space:  This  is  the  total  square  footage  of  space,  across  all  sites,  that  is  used 

specifically  for  activities  that  are  not  directly  or  indirectly  related  to  patient  care.  An  example 
of  this  type  of  space  includes:  waiting  areas,  work  areas  for  administrative  and  clerical  staff, 
storage  space,  restrooms  (in  common  area),  closet  space,  hallways,  elevators,  stairwells,  etc. 

PAYOR  MIX 

12. a  Undiscounted  Fee-for-service:  Revenue  collected  at  the  practice's  full  rates. 

12. b  Discounted  Fee-for-service:  Revenue  collected  where  the  medical  practice  agrees  to  provide 

medical  services  at  rates  that  are  discounted  from  the  practice's  full  rates. 

12. c  Medicare:  If  your  practice  is  a  Medicare  HMO  include  revenues  in  12. f. 

12. d  Medicaid:  If  your  practice  is  a  Medicaid  HMO  include  revenues  in  12. f. 

12. e.  Private  risk  sharing:  Third  party  payment  arrangements  that  place  the  provider  at  some, 

but  not  all,  financial  risk  for  care  provided  because  a  provider  may  not  be  paid  for  all 
services.  These  may  include  withhold,  risk  pool,  or  surplus  sharing  arrangements. 

12. f.  Capitation:  Prospective  payment  made  directly  to  the  practice  by  an  HMO  under  a  patient 

care  contract  for  assigned  enrollees  on  a  per  enrollee  basis.  This  capitation  revenue  should 
cover  the  practice's  services,  purchased  services,  medical  goods  and  drugs  that  prepaid 
patients  are  entitled  to  under  the  terms  of  the  capitation  contract.  Payments  do  not  vary  with 
the  number  of  services  provided  or  number  of  patients  treated.  Include  revenues  from 
Medicare  or  Medicaid  HMOs. 

12. g.  Other:  Revenue  collected  via  methods  other  than  fee-for-service,  risk  sharing,  or  capitation. 
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Practice  Costs 

TOTAL  PRACTICE  EXPENSES 

1 .  Total  practice  expenses,  excluding  salaries  and  fringe  benefits  of  physicians  and  other 
providers  who  bill  directly  to  Medicare:  We  are  interested  in  measuring  your  total  practice 
expenses  (excluding  physician  salaries  and  fringe  benefits)  for  the  reporting  period.  Please 
be  sure  to  exclude  the  salaries  and  fringe  benefits  of  physicians  and  other  providers  who  bill 
directly  to  Medicare.  The  number  provided  here  should  be  the  sum  of  all  costs  reported  in 
questions  2  through  4  in  this  section. 

2.  LABOR  COSTS  BY  FUNCTION 

Question  2  is  designed  to  measure  total  labor  costs  incurred  by  the  practice  during  the  reporting  period. 

•  These  costs  should  be  reported  across  all  sites  as  defined  on  page  1  (if  your  practice  has  multiple 

sites). 

•  The  wage  and  salary  information  in  this  table  should  only  include  staff  wages  that  are  paid  for  by  the 
practice.  Thus,  if  your  practice  is  in  a  hospital  setting  (or  other  non-office  setting),  only  those  staff 
that  are  actually  paid  by  the  practice  should  be  reported. 

•  If  your  practice  uses  contracted  services  for  administrative  and/or  management  personnel  (such  as 
through  an  MSO),  these  costs  should  be  included  in  Contracted  Services. 

•  When  providing  annual  salaries/wages  and  fringe  benefits  for  each  of  the  labor  categories  (rows  B  and 
C)  keep  in  mind  that  some  individuals  in  your  practice  may  possibly  be  considered  in  more  than  one 
labor  category  (e.g.,  a  nurse  who  also  serves  as  an  administrative  assistant,  etc.).  If  this  occurs,  you 
should  record  that  person  in  the  category  where  he/she  spends  a  majority  of  his/her  time.  For 
example,  if  a  nurse  spends  80%  of  her  time  on  clinical  activities  and  20%  of  her  time  on 
administrative/clerical  tasks,  her  salary  and  fringe  benefit  information  would  be  recorded  in  Row  B. 

•  The  values  for  the  TOTAL  LABOR  COSTS  in  columns  1  and  2  should  be  a  sum  of  all  the  costs 
reported  in  rows  B  and  C. 

•  Once  the  aggregate  annual  salary  is  calculated  for  each  row,  please  provide  an  estimate  of  the 
percentage  of  time  each  category  of  staff  devotes  to  each  of  the  following  activities  or  labor  functions: 
patient  services,  practice  management,  billings/records,  and  research/teaching/training  (see  definitions 
below). 

PERSONNEL 

2. A.  Physicians  (Row  A):  Please  do  not  record  salaries/wages  or  fringe  benefits  for 

physicians.  We  are  only  interested  in  collecting  the  percent  of  physician  time  spent 
on  the  various  functions  in  the  grid  (columns  3-6).  For  purposes  of  this  survey,  the 
term  "physician"  refers  to  a  provider  who  can  bill  directly  to  Medicare,  that  is,  a 
Medical  Doctor  (MD),  Doctors  of  Osteopathy  (DO),  Dentist,  Chiropractor, 
Podiatrist,  Optometrist,  Clinical  Psychologist,  Clinical  Social  Worker,  or  Physical 
Therapist  (only  if  the  Physical  Therapist  bills  Medicare  directly). 
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2.B.  Non-physician  clinical  providers  (Row  B):   Include  Labor  Costs  for  all  other 

clinical  providers  not  reported  in  Row  A.  Include  Physical  Therapy,  if  not  self-employed. 

2.C.  Non-clinical  Administrative  and  Clerical  (Row  C):  This  group  includes  all  non- 

clinical staff  involved  in  management,  administration,  clerical  and  other  support  staff 
roles.  This  includes  executive  personnel,  (e.g.,  group  administrator,  chief  financial 
officer,  medical  director  primarily  serving  as  administrator)  and  other  management 
and  clerical  staff  in  human  resources,  marketing,  medical  records  administration, 
quality  assurance,  utilization  review,  purchasing,  mailroom,  cafeteria,  and  laundry, 
etc. 

TOTAL  LABOR  COSTS 

Annual  Salaries /Wages  (Column  1):  We  are  interested  in  the  total  amount  paid  by 
the  practice  to  each  category  of  employees  listed  in  rows  B  and  C  in  the  Labor  Cost 
by  Function  table  on  page  9  of  the  survey.  Dollar  amounts  should  not  include  fringe 
benefits  (see  definition  below). 

Annual  Fringe  Benefits  (Column  2):  Fringe  benefits  include  such  items  as 
employer  Social  Security/Medicare  contributions,  workers  compensation,  employee 
health/disability  insurance,  or  employee  retirement.  Exclude  the  employee-paid 
portion  of  the  fringe.  Exclude  costs  associated  with  vacation  benefits. 

PERCENT  OF  TIME 

Patient  Services  -  (Column  3):  Percent  of  time  spent  on  activities  related  to  the 
direct  care  of  the  patient  either  in  a  primary  or  support  capacity. 

Practice  Management  (Column  4):  Percent  of  time  spent  on  overall  administration 
of  the  practice  including  activities  required  to  maintain  staffing,  maintain  accounting 
systems,  purchasing,  provide  housekeeping  services,  etc. 

Billings/Records  (Column  5):  Percent  of  time  spent  on  activities  related  to 
maintaining  patient  records  (e.g.,  recording  information  from  tests  or  consultants, 
filing,  etc.),  obtaining  required  authorizations  for  medical  procedures  and  services 
rendered  to  the  patient,  preparation  of  and  sending  bills  to  patients  and  insurers,  as 
well  as  follow-up  activities  required  to  collect  the  billed  amounts,  etc. 

Research/Teaching/Training  (Column  6):  Percent  of  time  spent  on  activities 
related  to  teaching  and/or  training  medical  students.  Research  typically  involves 
clinical  studies  that  are  funded  by  an  external  source. 

Total  %:  For  each  row  in  the  table,  the  percentage  values  entered  in  columns  3 
through  6  should  sum  to  100  percent. 
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3.  CONTRACTED  SERVICES  BY  FUNCTION 


Question  3  is  designed  to  measure  total  contracted  service  costs  incurred  by  the  practice  during  the  reporting 
period.  In  this  question  we  are  asking  for  your  practice's  total  contracted  costs  for  both  clinical  (e.g. ,  lab  tests) 
and  non-clinical  services  (e.g.,  billing  service,  payroll,  etc.). 

•  These  costs  should  be  reported  across  all  sites  (if  your  practice  has  multiple  sites).  This  question  is 
similar  to  question  2. 

•  You  should  record  the  annual  practice  costs  in  column  1  for  each  of  the  services  (see  definitions 
below)  contracted  during  the  reporting  period. 

•  The  values  for  the  TOTAL  COSTS  OF  CONTRACTED  SERVICES  in  column  1  should  be  a  sum 
of  all  the  costs  reported  in  rows  A  though  C. 

•  Once  the  annual  practice  costs  are  obtained  for  each  type  of  contracted  service,  you  should  provide 
the  percentage  of  each  contracted  service  cost  devoted  to  the  labor  functions  in  columns  2-5 :  patient 
services,  practice  management,  billings/records,  research/ teaching/training. 

•  Use  the  same  definitions  for  the  labor  categories  as  in  question  2. 

•  Columns  2  through  5  should  reflect  Percent  of  Expenses  rather  than  Percent  of  Time  (as  in  question 
2). 

CONTRACTED  SERVICES 

Clinical,  physician  (Row  A,  Column  1):  This  includes  all  physician  services  paid 
for  by  the  practice  to  physicians  who  are  not  employees  or  owners  of  the  practice 
(e.g.,  locum  tenens). 

Clinical,  non-physician  (Row  B,  Column  1):  This  includes  all  costs  for  contracted 
non-physician  clinical  services.  This  includes  clinical  support  personnel  not  on  the 
practice  payroll  involved  in  patient  care  such  as  registered  nurses,  licensed  practical 
nurses,  physician  assistants,  lab  technicians,  x-ray  technicians,  and  other  technicians, 
etc.,  and  purchased  services  such  as  lab  tests  and  x-rays. 

Non-clinical  (Row  C,  Column  1):  This  includes  all  contracted  costs  for  non-clinical 
services  paid  for  by  the  practice.  Contracted  support  services  may  include  services 
provided  by  a  practice  management  company,  management  services  organization, 
billing  company  and/or  other  contracted  support  services  organizations.  Such 
services  may  include  but  are  not  limited  to:  housekeeping,  maintenance,  security, 
legal  counsel,  payroll,  bookkeeping  and  accounting,  recruiting,  and  non-clinical  staff 
supplied  through  temporary  agencies. 

NON  LABOR  COSTS 

4.  Total  Non-Labor  Costs:  Please  record  the  total  non-labor  costs  incurred  by  the  practice 

during  the  reporting  period.  The  dollar  amount  for  this  line  item  should  equal  the  sum  of  the 
dollars  recorded  on  lines  4. A,  4.B,  4.C,  4.D,  4.E,  4.F,  and  4.G.  These  costs  should  not 
include  any  labor  or  contracted  services  costs  identified  in  questions  2  or  3. 

4. A.  Total  Equipment:  The  value  entered  here  should  be  a  sum  of  items  4. A.  1  through  4. A. 3. 
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4.A.I.  Clinical  equipment:  Includes  all  leased  or  owned  medical  equipment  used  in  the  direct 

provision  of  patient  care,  including  x-ray  machines,  EKG  machines,  other  diagnostic  or 
therapeutic  equipment  or  tools  used  in  performing  patient  services.  If  a  piece  of  equipment 
is  expensed  in  a  single  year,  please  include  the  purchase  price  and  annual  maintenance  costs 
of  the  equipment  when  reporting  total  medical  equipment  costs  for  the  practice.  If  the 
equipment  is  expensed  over  more  than  one  year,  include  only  the  annual  lease  or  depreciation 
and  interest  costs.  Also  include  annual  maintenance  costs  or  service  contracts  for  the  item. 
The  purchase  price  should  not  be  included  in  the  costs  for  equipment  expensed  over  multiple 
years. 

4. A. 2.  Non-clinical  equipment:  Includes  all  leased  or  owned  equipment  used  in  non-patient  care 

activities.  This  category  includes  office  equipment  such  as  computers,  copiers,  postage 
machines,  desks,  etc.,  but  does  not  include  office  furnishings.  As  with  clinical  equipment, 
if  a  piece  of  equipment  is  expensed  in  a  single  year,  please  include  the  purchase  price  and 
annual  maintenance  costs  of  the  equipment  when  reporting  total  medical  equipment  costs  for 
the  practice.  If  the  equipment  is  expensed  over  more  than  one  year,  include  only  the  annual 
lease  or  depreciation  and  interest  costs.  Also  include  annual  maintenance  costs  or  service 
contracts  for  the  item.  The  purchase  price  should  not  be  included  in  the  costs  for  equipment 
expensed  over  multiple  years. 

4. A. 3.  Furnishings:     This  includes  all  capital  items  not  listed  above  (including  leasehold 

improvements,  furniture,  etc.). 

4.B.  Total  Supply  Costs:  The  value  entered  here  should  be  a  sum  of  items  4.B.1  and  4.B.2. 

4.B.I.  Clinical  supplies:  Clinical  supplies  are  medical  non-hardware  used  in  the  direct  provision 

of  patient  care,  such  as  drugs,  biologicals,  x-ray  film,  gloves,  antiseptics,  and  other  medical 
goods.  These  supplies  are  purchased  by  the  practice  and  can  either  be  resold  to  the  patients 
(i.e.,  hearing  aids,  contact  lenses)  or  are  provided  as  part  of  the  clinical  service  (i.e., 
bandages,  sutures,  tubing,  etc.). 

4.B.2.  Non-clinical  supplies:  Non-clinical  supplies  are  purchased  by  the  practice  and  are  used  for 

non-patient  care  activities  such  as  administration.  Items  may  include  office  supplies  such  as 
paper,  pens,  envelopes  and  stamps,  etc. 

4.C.  Total  Facility  Costs:  This  includes  the  aggregate  costs  during  the  reporting  period  for  rent, 

mortgage  maintenance,  upkeep  of  the  clinical  and  non-clinical  space  utilized  by  the  practice, 
and  property  taxes  (including  shared  space). 

4.F.  Other  Professional  Costs:  These  are  the  costs  incurred  by  the  practice  for  membership 

dues,  fees  or  continuing  education  of  the  physicians  and  other  health  providers  who  are 
employees  or  are  owners  of  the  practice.  They  also  include  similar  expenses  on  behalf  of 
clinical  support  staff. 
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PRACTICE  COSTS  ASSOCIATED  WITH  REVENUE-GENERATING  SERVICES 


Questions  5  through  8  need  only  be  answered  if  your  practice  operates  any  revenue-generating  services  not 
covered  by  the  Medicare  Fee  Schedule  (e.g.,  physician  office  laboratory,  pharmacy,  optician  services,  etc.). 
In  answering  these  questions,  please  refer  to  the  definitions  listed  above  for  question  4. 

ACCOUNTING  PROCEDURES 

9. a  Cash  Accounting:  A  system  of  accounting  for  revenues  and  expenses  on  a  cash  received  and 

cash  paid  basis.  Under  this  method,  revenues  are  reported  in  the  period  in  which  cash  is 
received,  and  expenses  are  reported  in  the  period  in  which  cash  is  paid.  Taxable  income  is 
calculated  as  the  difference  between  cash  receipts  from  revenues  and  cash  payments  for 
expenses. 

9.b  Accrual  Accounting:    A  system  of  accounting  that  records  the  financial  effects  of 

transactions  and  other  events  in  the  periods  in  which  those  transactions  and  events  occur, 
rather  than  only  in  the  periods  in  which  the  cash  is  received  or  paid  by  the  practice.  Accrual 
accounting  requires  two  steps:  1)  recording  revenues  when  earned  and  expenses  when 
incurred,  and  2)  adjusting  the  accounts. 

9.c  Both:  Both  systems  of  accounting  are  utilized. 
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Appendix  C:  TEG  Members 


Technical  Expert  Group  (TEG)  Members: 
Data  Collection  and  Analysis  for  Generating 
Procedure  Specific  Practice  Expense  Estimates 


Name 

Title 

Organization/Affiliation 

Marc  Berk,  Ph.D. 

Vice  President,  Health  Policy  Research 
Director,  Center  for  Health  Affairs 

Project  Hope 

Martin  Conway,  M.D.  * 

Associate  Medical  Director,  Lovelace 
Scientific  Resources,  Albuquerque,  NM 

American  College  of  Physicians 

Allen  Dobson,  Ph.D. 

Vice  President 

Lewin-VHI,  Inc. 

Dan  Dunn,  Ph.D. 

Research  Economist 

Program  in  Health  Care  Financing, 
Harvard  University 

Susan  Elliott 

Practice  Administrator,  Beacon  Health 
Alliance,  Chattanooga,  TN 

American  College  of  Physicians 

Josef  Fischer,  M.D. 

University  of  Cincinnati  Medical  Center, 
Cincinnati,  Ohio 

American  College  or  Surgeons 

Kurt  Gillis,  Ph.D.  ** 

Senior  Economist,  Center  for  Health 
Policy  Research 

American  Medical  Association 

Lawrence  Harms,  FACMPE 

Practice  Administrator,  Seattle 
Orthopaedic  and  Fracture  Clinic,  Seattle, 
WA 

American  College  of  Surgeons 

Martin  E.  Hickey,  M.D., 

M.o. 

Chief  Medical  Officer,  Senior  Vice 
President,  Lovelace  Health  Systems 
Albuquerque,  NM 

American  College  of  Physicians 

Gregory  Kusiak,  M.B.A. 

Practice  Administrator,  Sacramento 
Radiology  Medical  Group,  Inc. 
Sacramento,  CA 

American  College  of  Radiologists 

Eric  Latimer,  Ph.D. 

Assistant  Professor  of  Health  Economics 

Program  in  Health  Care  Financing, 
Harvard  University 

Sally  McCue,  M.H.A.  *** 

Managing  Associate 

Center  for  Health  Policy  Studies 

Henry  Miller,  Ph.D. 

President 

Center  for  Health  Policy  Studies 

Gregory  Pope,  Ph.D. 

Senior  Economist 

Health  Economics  Research 

Jim  Rodger s,  Ph.D. 

Director,  Center  for  Health  Policy 
Research 

American  Medical  Association 

Emmett  Templeton,  M.D., 
F.A.C.R. 

Chairman,  Board  of  Chancellors,  Baptist 
Medical  Center  Montclair,  Department  of 
Radiology,  Birmingham,  AL 

American  College  of  Radiologists 

Stephen  Zuckerman,  Ph.D. 

Principal  Research  Associate 

Urban  Institute 

* 

** 


Substituted  for  Martin  Hickey,  M.D.,  M.S.  during  second  meeting  of  TEG. 
Substituted  for  Jim  Rodger s,  Ph.D.  during  second  meeting  of  TEG. 
Substituted  for  Henry  Miller,  Ph.D.  during  second  meeting  of  TEG. 


Appendix  D:  Summary  of  Society 
Comments  on  Survey 


Summary  of  Comments  from  Specialty  Societies 

Appendix  D  summarizes  the  comments  that  the  medical  societies  submitted  during  the  development  phase  of 
the  Survey  of  Practice  Costs.  Each  of  these  comments  were  carefully  reviewed  and  incorporated  into  the 
survey  instrument  where  appropriate.  Comments  received  from  the  societies  ranged  from  general  observations 
about  the  overall  study  methodology  to  item-by-item  recommendations  for  changing  the  questions  and/or 
instructions  of  the  survey.  Part  one  of  this  document  summarizes  the  general  comments  that  were  submitted 
regarding  the  study  design  and  survey  instrument.  Part  two  delineates  each  of  the  item-by-item  comments  that 
were  generated  on  the  Survey  of  Practice  Costs.  A  list  of  all  of  the  medical  societies  that  prepared  comments 
is  included  on  the  last  page. 

Part  I:  General  Comments  Regarding  Study  Design  and  Survey  Instrument 

Methodology 

•  HCFA  should  supplement  practice  survey  costs  with  "ideal  practices  or  optimal  practices."  AGS 

•  Use  the  MGMA  Cost  Survey  as  a  whole  or  as  part.  It  has  been  used  for  16  years;  it  is  considered  a 
valuable  tool  for  group  practice  and  is  conducted  for  the  sole  purpose  of  informing  administrators  and 
physicians  of  the  ranges  of  expenses  and  revenues.  MGMA 

•  Gathering  appropriate  information  from  institutions  will  require  asking  practices  both  about  the 
overhead  costs  and  the  revenues  of  practices  within  those  institutions.  This  will  require  lengthier  and 
more  in-depth  consultation  between  the  researchers  and  these  practices  than  is  now  planned.  STS, 
AAOS 

•  Concerned  about  analysis  of  practice  cost  data.  We  sees  a  problem  with  utilizing  "typical"  indirect 
cost  data  obtained  through  the  survey,  which  we  believe  would  likely  perpetuate  the  very  bias  that  the 
RBRVS  was  enacted  to  address;  that  is,  the  better  paid  surgical  specialties  are  able  to  commit  a  higher 
level  of  resources  to  maintaining  higher  indirect  costs,  while  rheumatologist  and  other  evaluation  and 
management  oriented  specialties  typically  restrain  their  indirect  costs  to  a  more  modest  level,  given 
the  existing  payment  disparity.  We  believe  that  a  standard  of  reasonableness  should  be  imposed  prior 
to  utilizing  the  data  for  allocating  indirect  costs  associated  with  various  CPT  codes.  ACR 

•  Practice  expense  should  be  analyzed  separately  for  each  setting  (institution,  large  group,  individual). 
Maria  Greenwald,  M.D. 

•  The  questionnaire  does  not  differentiate  between  costs  incurred  by  different  types  of  offices.  ACR 

•  The  survey  needs  to  be  redesigned  to  elicit  much  more  information  from  institutional  settings.  The 
overhead  costs  of  institutions  cannot  be  ignored  if  the  final  estimate  of  practice  costs  are  to  have 
validity.  STS,  AAOS 

•  Field  test  on  practices  that  do  not  have  computers.  AG  A 

•  We  might  want  to  consider  a  spreadsheet  shell  for  responding.  We  could  offer  several  different 
formats.  It  might  have  enough  novelty  value  to  stimulate  practices  to  respond.  SRMG 

•  As  a  result  of  the  unscheduled  nature  of  emergency  medicine,  emergency  physicians  may  spend  a 
portion  of  their  time  in  an  "availability"  or  "readiness"  status  awaiting  the  arrival  of  patients,  while 
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practice  expenses  continue  to  accrue.  Therefore,  only  a  portion  of  the  emergency  physician's 
expenses  can  be  attributed  to  direct  patient  care.  Any  practice  expense  approach  that  pays  on  an 
average  per-case  basis  and  fails  to  recognize  this  unscheduled  demand  for  services  is  untenable  for 
the  practice  of  emergency  medicine.  ACEP 

•  Due  to  the  nature  of  the  specialty,  it  may  be  difficult  to  define  what  constitutes  a  "practice"  in 
emergency  medicine.  The  business  arrangements  in  emergency  medicine  are  more  complicated  than 
seemingly  recognized  in  the  survey  instrument.  How  are  these  different  arrangements  to  be  identified 
and  measured.  ACEP 

•  Much  of  the  work  done  in  the  emergency  setting  is  uncompensated,  charitable  care.  This 
uncompensated  care  has  a  practice  cost  component  that  is  significant  to  emergency  physician  practices. 
This  cost  component  should  be  represented  in  the  survey  instrument  and  also  in  the  CPEP  discussions 
as  a  valid  practice  cost.  ACEP 

•  The  questionnaire  does  not  collect  procedure-specific  costs  which  would  be  needed  to  develop 
technical  component  relative  values.  ACR 

•  Only  one  question  raises  the  subject  of  technical  components.  This  should  be  fleshed  out  more  fully 
and  sought  to  the  fullest  extent  possible  with  respect  to  services  which  have  technical  components. 
AAO-HNS 

•  The  survey  was  passed  to  some  physicians  and  one  said  they  would  not  share  cost  information  but  they 
would  share  percentages.  ACR 

•  Concern  in  accounting  for  the  average  number  of  hours  a  physician's  office  is  open  as  this  will  vary 
widely  depending  on  the  physician's  practice  focus.  This  may  impact  overall  overhead  costs.  AOA 

•  The  possible  utilization  of  a  year-end  profit-loss  statement  might  also  be  helpful  in  collecting  data. 
AOA 


Data  Quality 

•  The  survey  instrument  requests  extremely  detailed  information  and  we  question  whether  this  level  of 
detail  is  essential.  For  example,  reporting  wages  for  medical  secretaries,  scheduling  secretaries, 
receptionists,  etc.,  since  many  practices  have  the  same  person  perform  many  tasks.  Keep  the  survey 
as  basic/simple  as  possible.  Large  groups  may  be  able  to  provide  detailed  accounting  information, 
while  smaller  practices  may  find  the  survey  impossible  to  complete.  Not  all  groups  will  be  able  to 
supply  the  information  sought  and  this  may  produce  gaps  in  the  data.  Survey  will  be  particularly 
difficult  for  solo  and  small  group  practices.  A  number  of  items  will  take  a  fair  amount  of  research 
and  estimating  if  they  are  to  respond  with  any  degree  of  accuracy.  With  our  state-of-the-art  system 
it  would  take  us  about  2-4  hours  to  complete.  ASTS,  ACS,  ACR,  ASEM,  APA,  AGA,  AOA,  WOS, 
UCSD,  AACP 

•  There  needs  to  be  a  method  to  ensure  the  consistency  in  question  interpretation  by  respondents.  AAP 

•  Consider  including  time  spent:  1)  xeroxing  documents,  2)  calling  to  confirm  appointments,  3)  calling 
prescriptions  and  refills,  4)  calling  for  permission  for  procedures,  consultants,  future  visits,  etc. 
Maria  Greenwald,  M.D.  (rheumatology  and  osteoporosis) 
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•  Practice  cost  patterns  may  not  reflect  medical  need  but  rather  practice  reimbursement  patterns  (i.e., 
practice  expense  is  likely  to  be  higher  in  practices  where  revenues  can  support  additional  personnel, 
equipment,  etc.,  and  are  likely  to  be  lower  in  practices  where  patient  generated  revenues  are  not 
adequate.  AGS 

•  It  is  likely  that  practice,  patient,  and  procedure  characteristics  all  influence  practice  expenses.  Unless 
adequate  data  are  collected  to  explore  true  relationships  in  families  of  codes,  we  will  jeopardize  the 
practice  expense  component.  Planned  resource-based  calculations  must  make  an  effort  to  provide 
meaningful  mechanisms  for  small  practices  or  those  who  operate  with  minimal  infrastructure  because 
of  low  profit  margins.  AGS 

•  It  is  difficult  to  obtain  reliable  information  concerning  procedure  volume.  We  suggest  Abt  build  into 
the  protocol  some  methodology  to  confirm  the  procedure  volumes  reported  in  survey.  AFROC 

Sampling 

•  If  physician  specialty  is  not  specifically  of  interest,  but  rather  the  practice  costs  attributable  to  a  given 
procedure,  it  may  be  necessary  to  sample  "procedures"  representatively,  rather  than  practices.  AGS 

•  If  patient  characteristics  influence  practice  costs,  it  is  likely  that  a  survey  that  does  not  deliberately 
sample  according  to  these  characteristics  will  not  yield  meaningful  data.  AGS 

•  Sample  size  is  too  small  to  provide  an  adequate  cross-section  of  data  from  smaller  sub-specialties,  and 
therefore  will  not  provide  the  information  needed  to  make  valid  determinations  of  the  practice  costs 
of  the  procedures  performed  by  those  specialties.  This  is  compounded  by  the  fact  that  complex 
procedures  are  performed  largely  in  academic  institutions  where  overhead  costs  are  incurred  by  the 
institution  in  which  the  physicians  practice.  The  CPEPS  will  be  unable  to  make  reliable  extrapolations 
of  data  on  practice  costs  from  other  procedures  without  a  base  of  larger  sample  size  from  which  to 
work  SGO,  AUA,  AGA,  A  AD,  STS,  AAOS,  AAO-HNS,  ACEP,  ACC,  ASA,  ACEP,  STS 

•  You  should  not  randomly  select  practices,  but,  rather,  purposefully  choose  offices  which  are  set  up 
to  report  this  kind  of  data.  A  better  response  rate  would  probably  be  achieved  if  you  selected  those 
offices  who  volunteered  to  commit  the  time  and  resources  needed  to  complete  the  survey.  AUA, 
AAN,  AAOS 

•  The  sampling  plan  is  based  on  assumptions  yet  to  be  validated  such  as  the  correlation  of  current 
practice  arrangements  with  available  data  on  medical  groups  and  the  representativeness  of  the  groups 
that  can  be  identified  from  these  data.  AMA 

•  The  aggregation  of  group  specialties  may  be  inadequate.  Plans  to  sample  practices  of  non-MD/DO 
health  professionals  may  also  be  inadequate.  All  professions  should  at  least  be  included  in  the  CPEPS. 
If  there  are  practice  costs  which  vary  by  specialty  but  not  by  procedure,  how  will  these  costs  be 
identified?  AMA 

•  It  is  not  clear  what  response  is  desired  if  two  or  more  physicians  from  the  same  practice  (e.g.,  at 
different  sites)  receive  the  questionnaire.  ASCO 
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Response  Rate 


•  Specialty  societies  should  be  informed  of  recipients  of  the  survey  so  as  to  provide  assistance,  support 
and  profess  their  endorsement  to  respondents.  AGS,  AMDA,  AGA,  Bernie  Patashnick,  AAO-HNS, 
ACC,  AAD,  AAOS 

•  The  survey  may  take  several  hours  to  complete,  some  offices  can  not  run  the  needed  computer  reports 
during  office  hours  because  this  may  "tie  up"  the  computers  for  hours.  This  may  be  a  hardship  to 
many  practices.  Survey  is  geared  toward  larger  practices.  Those  with  small  practices  will  have  a  hard 
time  retrieving  the  data  sought  by  the  survey.  We  expect  disproportionate  numbers  of  these  not  to 
respond  to  the  survey  AGS,  AAFP  AUA,  AAP,  AAOS,  AAO,  ODMC,  ASIM 

•  There  are  not  adequate  plans  for  oversight  of  the  survey  process  by  the  TEG,  nor  have  sufficient  plans 
been  developed  in  the  even  that  the  survey  response  is  too  low,  is  unrepresentative,  or  is  not  reliable. 
AMA 

•  Some  type  of  financial  incentive  to  physician  practices  to  boost  response  rates.  JCAI,  AO  A 

•  70%  response  rate  is  very  unrealistic.  Survey  response  rate  will  be  low  because  of  survey's  length  and 
complexity  MGMA,  AAD,  ASIM,  AAO-HNS,  AAO,  AAMC,  SRMG,  AAO 

Clarity  of  Questions/Instructions 

•  The  quex  is  friendlier  than  the  original,  but  it  still  has  no  "Snap!  Crackle!  Pop!"  from  a  marketing 
standpoint.  It  needs  to  be  an  excellent  survey  document,  but  look  like  an  introduction  to  the 
opportunity  of  a  lifetime.  SRMG 

•  The  percentage  of  numbers  we  request  in  most  situations  should  be  indicated  as  "best  guess"  and  one 
should  assume  they  fall  in  the  category,  otherwise  allow  up  to  one  month  for  the  practice  to 
extrapolate  these  data.  The  same  applies  to  percentage  of  fee-for-service,  salaries  and  other  minutia. 
Unless  we  specify  that  answers  to  certain  questions  (such  as  percentage  of  fee  for  service  or  salary 
information)  be  extracted  from  a  detailed  accounting  system,  we  should  allow  the  option  to  extrapolate 
from  a  designated  period  of  time  during  the  survey.  If  some  data  are  "best  guess"  and  some  are  not, 
the  results  are  incompatible  and  invalid.  The  quex  asks  for  retrospective  data  that  is  not  recorded  on 
a  regular  basis.  This  provides  a  clinician  with  only  two  choices:  1)  fake  it/put  in  what  they  think  makes 
sense,  or  2)  return  a  blank  survey,  it  would  make  more  sense  to  ask  for  prospective  data.  AFROC, 
AMDA,  AACAP 

•  Survey  still  lacks  definitions  for  important  terms  and  question-specific  instructions  for  completing  the 
survey.  Detailed  instructions  are  needed  to  complete  the  survey.  Parenthetical  and  other  explanatory 
text  should  be  as  complete  and  detailed  as  possible . 

ASTS,  AGA,  ACS,  AAOS,  ASIM,  WOS,  AMDA,  AAD,  AAOS,  AAO-HNS,  ASIM 

•  The  survey  does  not  clearly  or  consistently  indicate  which  year's  data  are  being  sought.  Instructions 
should  clearly  indicate  which  year's  data  are  needed.  Requesting  fiscal  data  throughout  the  quex, 
rather  than  fiscal  in  some  places  and  calendar  in  others,  would  make  it  easier  for  some  practices  to 
supply  the  information  sought.  ASA,  ASTS,  ACS 

•  Suggest  sources  of  information  that  the  physicians  may  use  to  fill  out  the  surveys.  For  example, 
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business  tax  forms,  accounting  audits,  general  billing  records,  etc.  because  it  is  likely  that  the  person 
that  actually  fills  out  the  survey  will  not  have  access  to  all  these  different  records  and  is  not  aware  that 
such  information  exists.  ASIM 

The  survey  instructions  should  more  clearly  and  consistendy  indicate  whether  the  data  are  for  an  entire 
practice,  or  for  a  single  physician  within  the  practice.  APA,  ASA 

The  survey  is  not  understandable  by  clinicians.  The  document  is  filled  with  technical,  economic 
language  and  the  accuracy  of  the  data  will  be  impaired  because  it  is  not  "clinician- friendly."  The 
survey  is  out  of  touch  with  the  way  physicians  conduct  themselves  in  business.  AACP,  AAMC 

Number  the  cover  sheets  with  roman  numerals  or  other  designation.  SRMG 

The  instructions  could  spell  out  more  clearly  that  responses  summarize  the  entire  practice,  and  that 
non-physician  research  costs  are  excluded.  ASA 

The  most  important  differentiating  characteristics  may  be  compensation  arrangements:  fixed  salary 
(large  clinic,  HMO,  some  academic);  contracts  (consulting  arrangements);  and  fee-for-service 
(including  academic  programs  tapping  third  party  private  and  public  payment).  APA 

Various  questions  on  FTEs  and  salaries  do  not  make  it  clear  whether  contract  employees  are  to  be 
included  or  whether  they  should  be  reported  under  the  category  of  "contracted  services."  ASCO 

Categories  of  nurses  are  limited  to  RN  and  LPN.  Many  oncologists  use  certified  oncology 
nurses... you  may  want  to  identify  such  nurses.  ASCO 

The  survey  should  make  clear  how  "deferred  compensation"  is  to  be  categorized.  ASTS 

Explain  how  people  are  to  report  salary  information  for  people  who  handle  several  roles.  It  is  unclear 
from  the  survey  instructions  that  you  want  the  person  filling  out  the  survey  to  split  the  employee's 
salary  and  benefit  expense  up  into  different  categories  based  on  the  amount  of  time  spent  in  each  role. 
ASIM 

Indicate  that  you  want  to  know  what  the  salaries  are  before  taxes,  not  after  taxes.  Otherwise,  you'll 
get  some  pre-tax  salary  information  and  some  post-tax  salary  information.  ASIM 

What  would  the  use  of  consultants  figure  into  the  questionnaire  due  to  such  government  regulation 
compliance  such  as  CLIA,  Stark  I  and  II?  AAD 

In  the  expenses  section,  add  a  section  for  equipment  depreciation  expenses.  ASIM 

Indicate  that  clinical  equipment  expense  should  only  be  for  equipment  that  the  practice  rents,  leases, 
or  purchases.  ASIM 

It  is  not  clear  how  you  plan  to  treat  uncompensated  care.  AAO-HNS 

Much  of  the  questionnaire  is  difficult  to  apply  to  a  specialty  such  as  anesthesiology,  whose  work  is 
performed  in  hospitals  and  out-patient  settings.  It  might  be  helpful  to  provide  a  set  of  instructions  on 
how  to  handle  the  office  vs.  non-office  distinctions,  as  well  as  the  hours  and  costs  of  nonphysician 
personnel  paid  by  another  entity.  ASA 
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•  Instructions  regarding  questions  to  be  omitted  if  the  practice  contracts  with  a  billing  service  might  also 
be  appropriate.  ASA 

•  Make  it  clear  how  a  practice  should  respond  if  it  has  a  contract  with  a  turnkey  management  services 
organization  under  which  fall  facilities,  supplies,  and  some  or  all  employees  are  provided  in  exchange 
for  a  percentage  of  the  practice's  revenue.  ASCO 

Case  Mix  Questions 

•  Instead  of  using  the  term  "case-mix"  (which  may  be  confused  with  the  diagnostic  characteristics  of 
the  patient),  use  the  term  "procedure-mix"  which  is  more  appropriate.  ASEVI 

•  Change  "Practice  Case-Mix  Data"  to  "Services  Provided,"  and  change  all  references  regarding  "case- 
mix"  to  "services."  Many  hospital-based  practices  will  use  hospital  CDM  codes  rather  than  CPT-4 
codes  or  HCPCS  on  their  management  reports.  It  would  be  advisable  to  use  the  term  "service  code" 
instead  HUSPH,  SRMG 

•  The  term  case-mix  does  not  conform  to  the  common  definitions  of  case-mix... an  equally  important 
aspect  of  "case-mix"  are  characteristics  of  the  patient  population  that  may  influence  cost  attribution. 
Thus,  patient  characteristics  must  be  taken  into  account  in  developing  the  index  of  case  mix.  AGS 

•  Some  procedures  are  billed  to  only  certain  payers  because  other  payers  deny  coverage  or  deny 
separate  payment  for  the  procedures... levels  of  service  reported  for  visit  codes  may  in  some  cases 
reflect  payer  rules  rather  than  the  services  actually  performed... these  effects  may  result  in  confusing 
case-mix  data  in  some  instances  since  the  data  received  will  be  for  billed  services  rather  than  for 
services  performed.  ASCO,  SRMG 

•  The  handling  of  modifiers  in  reporting  case-mix  data  seems  extremely  problematic.  Survey  does  not 
distinguish  between  an  individual  as  a  primary  surgeon  from  an  individual  who  was  simply  the 
assistant  at  surgery.  In  addition,  data  relating  to  global  services  would  be  lumped  together  with  that 
for  "surgical  care  only,"  "post-operative  management  only,"  and  "pre-operative  management  only. 
ASTS 

•  Technical/Professional  Modifier  is  confusing.  We  do  not  understand  what  it  means  or  what  exactly 
is  being  sought.  AUA 

•  Modifiers  in  reporting  practice  case-mix  data  seems  extremely  problematic.  For  example,  the  survey 
does  not  distinguish  between  a  procedure  for  which  an  individual  is  serving  as  the  primary  surgeon 
from  that  in  which  the  individual  is  serving  as  an  assistant  at  surgery.  ACS,  ASTS,  ASA 

•  Data  relating  to  global  services  would  get  lumped  together  with  that  for  "surgical  care  only," 
"postoperative  management  only,"  and  "preoperative  management  only."  This  could  easily  end  up 
"crediting"  non-surgical  procedures  with  transplant  procedures  or  cataract  surgery  because  of  their 
involvement  in  postoperative  management.  ACS,  ASTS 

•  There  are  no  place  of  service  codes  attached  to  the  CPT  codes,  and  even  though  an  individual  practice 
may  assign  a  modifier  to  accommodate  that  place  of  service  how  would  you  analyze  and  breakdown 
the  data  from  the  aggregate  data  collected.  MGMA,  AAMC 


6 


The  number  of  times  a  code  appears  in  the  table  is  contingent  upon  the  modifier.  A  blank  under  the 
modifier  column  could  mean  either  a  global  service  or  that  the  modifiers  do  not  apply.  This  could  be 
confusing.  An  alternative  would  be  to  divide  the  office  frequency  column  into  three  sub-headings: 
professional  component-only,  technical  component-only,  and  global.  (This  approach  would  be  applied 
to  other  columns  as  well).  Groups  would  then  add  horizontally,  without  concern  about  modifiers,  in 
order  to  reach  a  code's  total  frequency.  ACR 

Some  payors  use  a  CVY-4  code  with  a  "-27"  modifier  to  indicate  "Technical  Component. "  You  may 
wish  to  note  the  alternative,  since  many  computers  use  the  "-27"  designation.  The  computerized 
systems  may  also  use  the  "-22",  "-51"  and  "-52"  modifiers.  For  this  and  other  reasons,  you  should 
affirm  that  a  code  is  "global"  rather  than  assume  it  if  no  modifier  is  present.  SRMG 

Lumping  of  major,  minor  and  negligible/no  risk  surgical  procedures  creates  extremely  variable  and 
inaccurate  boundaries  between  these  procedures  and  may  vary  enormously  from  one  practice  to 
another  depending  upon  the  interpretation.  AUA 

Define  major,  minor  and  no  risk  for  each  specialty  group.  APMA,  ASTS,  AAFP,  ACC,  AAOS, 
ASIM 

It  would  be  helpful  to  define  the  subcategories  of  surgical  procedures  and  those  of  radiological 
procedures.  SRMG 

What  about  medical  procedures  and  non-surgical,  non-diagnostic  treatment?  There  is  currently  no 
way  to  categorize  medical  procedures/treatments  currently  in  the  medical  section  of  CPT-4.  Also, 
how  will  interventional  radiology  procedures  be  reported-under  surgery?  Diagnostic?  AOA 

None  of  the  case-mix  data  appears  to  include  chemotherapy  (and  other  drug)  administration,  which 
accounts  for  a  large  part  of  oncology  practice.  Injectable  drugs,  supplies,  and  durable  medical 
equipment  are  identified  by  HCPCS  codes  but  you  don't  want  them  reported. .  .you  may  want  to  clarify 
in  the  instructions.  ASCO 

Instructions  for  l.B.  refers  to  HCPCS  codes.  We  assume  that  you  intended  for  such  codes  to  be  listed 
only  if  they  fall  into  the  categories  of  "surgical,  diagnostic,  clinical  laboratory,  and  evaluation  & 
management  services."  Injectable  drugs,  supplies  and  durable  medical  equipment,  etc.  are  identified 
by  HCPCS  codes,  but  you  apparently  do  not  want  them  reported.  You  may  want  to  clarify  this  point 
in  the  instructions.  ASCO 

The  word  "anesthesia"  could  be  a  problem  unless  it  is  made  clear  how  different  types  of  anesthesia 
are  to  be  handled.  Most  anesthesia  practices  record  both  the  anesthesia  code  and  the  more  specific 
associated  surgical  code.  ACS,  ASTS,  ASA 

Add  "nursing  home"  and  "home"  to  the  "Out  of  office"  footnote  on  the  bottom  of  the  Example  of 
Case  Mix  Data  Submission  table.  AAFP 

Put  "Evaluation  and  Management"  first  in  the  second  table.  AAFP 

Provide  instructions  on  separating  "Evaluation  and  Management"  and  procedures  for  services  that  are 
billed  on  the  basis  of  a  global  fee.  AAFP 

Italicize  the  words  "by  setting."  HUSPH 


•  The  office/non-office  distinction  is  not  useful  for  anesthesia  services.  If  the  intent  is  to  separate  out 
facilities  owned  by  the  physician  from  facilities  provided  by  a  hospital,  this  could  be  made  clearer. 
ASA 

•  How  should  the  respondent  base  his/her  answer,  on  the  percentage  of  gross  charges  in  the  areas,  by 
the  number  of  procedures,  by  RBRVS  units,  or  some  other  measure?  It  is  recommended  that  the  non- 
office  be  separated  into  hospital/inpatient,  ambulatory  surgery  center,  and  long-term  care/skilled 
nursing  facility  categories.  MGMA 

•  Since  rheumatologists  have  been  interested  in  documenting  differences  in  our  typical  case-mix  from 
general  internal  medicine  for  quite  some  time,  some  practices  should  have  physician-specific  case-mix 
information  available.  These  practices  should  be  allowed  to  combine  that  information  into  the 
summary  form  requested.  ACR 

•  The  table  labeled  "Example  of  Case  Mix  Data  Submission"  is  very  complex  and  only  those  offices 
with  the  most  sophisticated  software  programs  will  be  able  to  retrieve  these  data.  Most  practices  will 
end  up  using  the  table  on  page  13,  however,  it  is  unclear  how  accurate  these  data  will  be  in  the 
calculation  of  specific  practice/overhead  costs  of  specific  CPT  procedures.  AUA 

•  Many  practices  will  have  great  difficulty  in  complying  with  this  section.  MGMA 

•  The  preferred  format  for  reporting  these  data  will  undoubtedly  require  special  programming  by  most 
practice  plans.  We  suspect  that  most  plans  will  defer  to  question  2  and  provide  rough  estimates  of 
service-specific  frequencies  by  setting.  AAMC 

•  MGMA  has  a  PC  software  package  (Physician  Services  Practice  Analysis)  to  collect  CPT  information 
for  comparison  purposes.  It  gathers  data  in  an  ASCII  format.  We  recommend  that  a  simple  format 
be  explained  here  and  better  instructions  written  on  retrieving  this  type  of  data  from  DOS  and 
Windows  systems.  MGMA 

•  If  the  practice  is  not  computerized  the  case-mix  data  can  not  be  provided.  This  is  apt  to  be  true  of  solo 
practices  and  older  aged  or  rural  physician  practices.  Do  all  billing  software  practices  have  the  ability 
to  compile  summary  information?  AAFP,  MGMA 

•  Send  a  diskette  loaded  with  a  software  spreadsheet  already  formatted  on  it.  This  will  simplify  the 
reporting  information.  ASIM 

•  Explain  how  information  is  to  be  reported  for  physicians  that  share  office  space  with  another  practice. 
ASIM 

•  Footnote  the  column  headings  and  provide  more  explanation.  ASIM 

•  Should  the  collection  and  handling  of  laboratory  work  that  is  sent  to  a  reference  lab  be  included  under 
column  D?  We  suggest  you  clarify  how  lab  work  should  be  accurately  reported  in  this  table.  ASIM 

CPEPs 

•  The  preliminary  CPEP  groupings  need  to  be  flushed  out.  Maria  Greenwald,  M.D. 
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•  A  CPEP  should  be  devoted  to  long-term  care  in  both  home  care  and  nursing  homes.  AGS 

•  If  the  case-mix  data  showed  that  physicians  in  specialties  other  than  those  on  a  particular  CPEP  were 
providing  a  set  of  services  assigned  to  that  CPEP,  would  the  CPEP  be  reconfigured?  AMA 

•  We  are  apprehensive  about  the  composition  of  the  CPEPS  and  their  ability  to  appropriately  assess  the 
technical  components  of  various  procedure  costs.  AAPM&R 

•  CPEPS  reviewing  radiology  procedures  need  to  include  more  than  one  expert.  ODMC 

•  More  then  one  expert  panel  member  should  represent  radiology.  If  so,  can  I  appoint  that  person 
myself.  UCSD 

•  In  keeping  the  numbers  of  families  and  reference  codes  to  a  minimum,  accuracy  and  fairness  will 
dictate  increased  numbers  of  groupings.  This  will  be  particularly  true  of  codes  with  a  technical 
component  value  where  extrapolation  for  procedures  with  different  equipment  and  supply  needs  may 
be  questionable.  Bernie  Patashnick 

•  Since  we  do  not  believe  that  HCFA  has  the  capability  of  discerning  our  members  from  other 
physicians  in  its  database,  we  are  asking  that  our  group  be  allowed  to  furnish  a  physician 
representative  to  the  CPEPs  responsible  for  the  pulmonary,  critical  care,  and  E  &  M  codes. 
NAMDRC 

•  On  the  chart  where  the  9  "families"  were  depicted,  pulmonary  was  not  a  mentioned  specialty  for  the 
radiology  grouping,  and  we  believe  it  should  be.  NAMDRC 

•  We  assume  that  you  are  cognizant  of  the  fact  that  there  are  several  procedures  which  cross  many 
specialties.  We  feel  this  is  further  justification  for  the  creation  of  a  specialty  specific 
pulmonary/critical  care  CPEP.  We  also  request  participation  on  the  radiology  CPEP.  ACCP 

•  It  is  imperative  that  you  include  neurosurgical  representation  on  those  CPEPs  that  will  be  considering 
the  following  CPT  codes: 

Nervous  System  (61000-64999) 
Muskuloskeletal  (2 1 000-22899) 
•         E/M  Codes,  including: 

•         Consultants  (99241-99275) 

ER  (99281-99285) 

Critical  Care  (99291-99297) 

Hospital      (99217-99238)  AANS 

•  Neurological  representation  might  also  be  considered  on  CPEPs  considering  the  following  body 
systems:  Cardiovascular,  Physical  Medicine/Osteopathy,  Radiology.  AANS 

Special  Interests 

•  Decisions  involving  placement  of  transplant  procedures  within  families  of  services,  the  selection  of 
reference  procedures  for  transplant  codes,  the  development  of  resource  input  profiles  for  transplant- 
related  services,  and  the  extrapolation  of  practice  expense  values  for  transplant  codes  absolutely  must 
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involve  the  active  input  of  surgeons  with  recent  personal  experience  in  transplantation.  ASTS 

Highly  specialized  areas  of  neurology  such  as  sleep  testing  or  epilepsy  neurodiagnostic  testing  might 
provide  little  or  no  data  on  practice  expenses.  AAN 

We  are  concerned  that  the  shift  to  new  and  potentially  more  expensive  technology  will  not  be  reflected 
in  the  practice  costs  gathered  through  the  survey.  AAN 

We  encourage  the  development  of  an  independent  CPEP  for  pulmonary /critical  care.  This  group  of 
physicians  is  among  the  largest  specialty  billing  for  critical  care  codes.  ACCP 

Try  to  ensure  that  the  costs  born  by  pathologists  and  other  physicians  who  practice  primarily  in  a 
hospital  setting  are  addressed  by  the  study  and  that  the  overhead,  technical  component  and  other  costs 
of  anatomic  pathology  services  provided  in  non-hospital  sites  are  surveyed  adequately.  CAP 

The  practice  of  Geriatrics  is  probably  foremost  in  providing  care  to  Medicare  recipients.  Therefore 
they  must  be  assured  to  be  included  among  the  groups  of  practices  surveyed.  AMDA 

Physicians  in  academic  practices  are  concerned  that  the  often  complex  cost  arrangements  in  these 
settings  will  not  be  captured  by  the  survey.  AG  A 

Abt  should  consider  selecting  practice  plans  that  are  based  at  both  state  and  private  medical  schools 
and  practice  plans  with  common  (centralized)  organizational  or  governance  structures,  as  well  as  those 
plans  that  are  decentralized  by  department.  AAMC 

Practice  expense  costs  will  vary  tremendously  according  to  a  practice  plan's  organizational  and 
governing  structure  as  dictated  by  the  degree  of:  1)  common  (shared)  management  systems  for  billing, 
scheduling,  registration,  etc.;  2)  ownership  of  ambulatory  care  clinics,  professional  buildings,  satellite 
centers;  and  3)  historical  relationships  with  the  university  hospital,  other  hospitals  and  the  medical 
school  regarding  cost-sharing  of  expenses  to  fund  salaries  of  departmental  support  staff  and  outpatient 
clinic  operating  expenses.  AAMC 

The  survey  should  be  redesigned  to  elicit  much  more  information  from  institutional  settings. 
Overhead  costs  of  physicians  who  practice  in  academic  and  other  institutions  cannot  be  ignored  if  the 
final  estimate  of  practice  costs  is  to  have  validity.  Right  now  it  does  not  adequately  reflect  the  direct 
and  indirect  costs  of  medical  school-based  academic  practice  plan  physicians  associated  with  providing 
tertiary  care  services  to  complex  patients.  AAMC,  SGO,  ASA 

Abt  proposal  did  not  discuss  indirect  costs  involved  in  quality  assurance,  OSHA  training,  CLIA 
compliance,  and  numerous  other  paperwork/time  constraints  all  practice  settings  must  now  address. 
Maria  Green  wald,  M.D. 

Abt  will  not  have  an  opportunity  to  collect  appropriate  data  on  services  which  are  primarily  rendered 
to  the  non-Medicare  population  and/or  which  are  highly  specialized  or  low  volume.  We  hope  to 
provide  HCFA  with  these  type  of  data  on  services.  AAO-HNS 

Since  the  volume  of  Medicare  beneficiaries  treated  for  sleep  disorders  is  relatively  small,  ASDA  is 
concerned  that  specific  data  will  not  be  collected  for  these  services  and  that  extrapolation  will  be  an 
inadequate  means  to  determine  the  technical  component  values  for  certain  CPT  codes  in  response  to 
questions  raised  on  this  topic.  ASDA 
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•  There  are  a  number  of  differences  that  separate  portable  x-ray/EKG  suppliers  from  physicians  for 
resource  costing  purposes: 

•  portable  x-rays  are  provided  solely  in  nursing  homes  and  patient's  homes,  and  never 
in  physicians'  offices; 

•  patient  population  served  by  portable  x-ray/EKGs  suppliers  consist  of  the  sickest  and 
frailest  sector  of  the  overall  Medicare-covered  population; 

•  because  the  portable  x-ray/EKG  service  is  a  non-physician's  service,  practice  expense 
constitutes  nearly  100%  of  reimbursement; 

•  portable  x-ray/EKG  suppliers  must  pay  their  technologists  higher  wages  or  salaries 
than  those  paid  by  physicians  to  technical  personnel  in  their  own  offices; 

•  equipment  used  is  completely  different  in  construction  and  operation  from  stationary 
equipment  used  physician's  offices,  depreciates  at  a  different  rate,  and  encounters 
completely  different  conditions  of  use  and  wear  and  tear; 

•  duties  of  the  technologists  include  not  only  the  TC  procedure,  but  also  transporting 
the  equipment  to  and  from  a  nursing  home,  etc. -this  service  requires  activities  of 
non-technical  personnel  not  usually  found  in  physicians'  offices. 

Under  the  "reasonable  charge"  reimbursement  system,  customary  and  prevailing  charges  for  the 
portable  x-ray  providers  were  determined  in  each  locality  separately  from  those  for  physician 
radiology  providers.  NAPXP 

•  Significantiy,  portable  x-ray/EKG  suppliers  are  the  only  ones  covered  in  the  physician's  fee  schedule 
that  bill  transportation  "R"  codes  and  the  Q0092  "set-up"  code.  NAPXP 

•  If  portable  x-ray  suppliers  are  surveyed  and  their  responses  are  included  in  a  general  "pot"  of 
responses,  one  of  two  things  will  occur:  1)  differentiation  between  our  suppliers  and  other  radiology 
providers  will  disappear  in  the  an  averaging  process,  2)  our  suppliers  responses  will  be  discarded  as 
"outliers"  and,  once  again,  the  distinct  resource  costs  of  this  industry  will  disappear  completely. 
NAPXP 

•  The  only  way  to  accurately  address  this  small  but  distinct  industry  is  to  profile  separately  those  codes 
that  are  billed  solely  by  portable  x-ray/EKG  suppliers.  Also,  a  representative  from  this  industry  could 
be  included  in  the  CPEPS.  NAPXP 


•  The  survey,  while  appropriate  for  routine  office-based  physician  practices,  is  not  applicable  to 
freestanding  radiation  oncology  centers  because:  1)  the  cost  structure  is  substantially  more  complex 
than  most  physician  practices,  2)  radiation  oncology  facilities  vary  considerably  in  record  keeping, 
data  collection  practices  and  capabilities.  AFROC 

•  Modify  survey  instrument  to  enable  determining  the  number  of  rheumatologist  represented  in  the 
practices  surveyed.  ACR 

Political 

•  One  alternative  is  to  develop  aggregate  information  on  practice  costs  by  specialty  and  seek 
recommendations  from  "organized"  medicine  as  to  how  the  practice  costs  RVUs  should  be  distributed. 
AAO 
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Make  the  practice  cost  project  an  open  process,  with  open  meetings  and  opportunities  for  ACEP  and 
the  medical  community  to  provide  input  along  the  way.  CPEP  process  should  be  an  open  not  closed 
process.  AAD,  ACEP,  AAO 

As  it  is  currendy  conceived,  this  study  will  not  achieve  the  goal  of  providing  Congress  with  accurate 
and  verifiable  data  on  practice  costs.  It  may  even  result  in  an  access  problem  for  Medicare 
beneficiaries  requiring  cardiac  services,  a  problem  that  steering  patients  to  HMO's  will  not  solve.  STS 

Survey  does  not  take  into  account  the  allied  health  professionals  services  which  are  not  directly 
affiliated  with  a  physician  but  are  reimbursed  by  Medicare.  It  also  does  not  take  into  account  those 
currently  under  served  by  the  health  care  community.  ODMC 

By  telling  the  respondents  the  purpose,  responses  may  tend  to  exaggerate  practice  expenses.  APA 

Survey  methodology  will  not  identify  the  higher  practice  expense  costs  incurred  by  physicians  who 
specialize  in  the  care  of  frail,  chronically  ill  Medicare  beneficiaries.  AGS 

We  encourage  you  to  have  at  least  one  more  meeting  to  review  the  instrument  and  to  circulate  it  two 
weeks  prior  to  the  meeting  to  allow  productive  input.  AFROC 

Provide  ample  and  meaningful  opportunities  for  the  TEG  and  physicians  to  discuss  all  aspects  of  the 
study  plan  before  they  are  finalized.  AMA 
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Societies  Providing  Comments  on  the  Survey  of  Practice  Costs 

American  Podiatric  Medical  Association  (APMA) 

American  Society  of  Clinical  Oncology  (ASCO) 

American  Society  of  Transplant  Surgeons  (ASTS) 

American  Medical  Association  (AMA) 

Sacramento  Radiology  Medical  Group,  Inc.  (SRMG) 

American  Academy  of  Family  Physicians  (AAFP) 

American  Academy  of  Child  and  Adolescent  Psychology  (AACAP) 

Medical  Group  Management  Association  (MGMA) 

American  Academy  of  Physical  Medicine  and  Rehabilitation  (AAPM&R) 

American  Society  of  Anesthesiologists  (ASA) 

American  College  of  Obstetricians  and  Gynecologists  (ACOG) 

American  Academy  of  Neurology  (AAN) 

American  College  of  Rheumatology  (ACR) 

College  of  American  Pathologists  (CAP) 

American  Psychiatric  Association  (APA) 

American  Society  of  Internal  Medicine  (ASIM) 

American  Academy  of  Orthopaedic  Surgeons  (AAOS) 

American  Sleep  Disorders  Association  (ASDA) 

Joint  Council  of  Allergy  and  Immunology  (JCAI) 

National  Association  of  Portable  X-Ray  Providers  (NAPXP) 

The  Society  of  Gynecological  Oncologists  (SGO) 

American  Geriatrics  Society  (AGS) 

Association  of  Freestanding  Radiation  Oncology  Centers  (AFROC) 
American  Gastroenterological  Association  (AGA) 

American  Academy  of  Otolaryngology-Head  and  Neck  Surgery,  Inc  (AAO-HNS) 

American  Academy  of  Pediatrics  (AAP) 

American  College  of  Surgeons  (ACS) 

American  Urological  Association  (AUA) 

The  Society  of  Thoracic  Surgeons  (STS) 

American  Academy  of  Dermatology  (AAD) 

American  College  of  Cardiology  (ACC) 

American  College  of  Radiology  (ACR) 

American  Academy  of  Pediatrics  (AAP) 

Osteoporosis  Diagnostic  and  Monitoring  Center  (ODMC) 

University  of  California  at  San  Diego  Medical  Center  (UCSD) 

American  Medical  Directors  Association  (AMDA) 

American  Osteopathic  Association  (AOA) 

Harvard  University  School  of  Public  Health  (HUSPH) 

Washington  Orthopaedic  Services  (WOS) 

American  Association  of  Electrodiagnostic  Medicine  (AAEM) 

American  College  of  Emergency  Physicians  (ACEP) 

National  Association  for  Medical  Direction  of  Respiratory  Care  (NAMDRC) 

American  College  of  Chest  Physicians  (ACCP) 

American  Association  of  Neurological  Surgeons  (AANS) 

American  Academy  of  Opthamology  (AAO) 

Association  of  American  Medical  Colleges  (AAMC) 

Katz  and  Associates,  Inc. 

Bernie  Patashnik 

Maria  Greenwald,  M.D. 
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A.  Justification 


This  OMB  supporting  statement  is  being  submitted  for  approval  to  conduct  a  self-administered 
survey  of  medical  practice  costs  for  the  Health  Care  Financing  Administration  (HCFA).  The 
Survey  of  Practice  Costs  is  a  survey  of  provider  practices  whose  services  are  covered  by  the 
Medicare  Fee  Schedule  (MFS).  The  data  collected  as  part  of  this  survey  will  enable  HCFA  to 
meet  its  Congressional  mandate  to  develop  resource-based  practice  relative  value  expense 
estimates  for  the  MFS  by  1998. 

A.l         Circumstances  of  Information  Collection 

The  Social  Security  Act  Amendments  of  1994  (Public  Law  103-432,  Section  121)  mandate  that 
the  Secretary  of  Health  and  Human  Services  "develop  a  methodology  for  implementing  in  1998 
a  resource-based  system  for  determining  practice  expense  relative  value  units  for  each  physician 
service"  covered  by  the  MFS  (See  Attachment  A).  Medicare  reimbursement  for  physician 
services  consists  of  three  components:  physician  work,  practice  expenses,  and  malpractice 
insurance  costs.  These  components  are  assigned  relative  value  units,  which  are  summed  and 
multiplied  by  an  appropriate  conversion  factor,  after  applying  a  Geographic  Adjustment  Factor 
(GAF),  to  derive  the  total  payment  for  a  service.  In  1992,  HCFA  began  phasing  in  the  MFS. 
This  system  replaced  the  prior  method  of  compensating  physician  work  based  on  prevailing, 
reasonable  and  customary  charges,  which  may  not  have  accurately  reflected  the  resources 
required  to  provide  physician  services. 

Now,  under  the  1994  Congressional  mandate,  HCFA  is  extending  the  resource-based  payment 
approach  to  the  practice-expense  portion  of  the  fee  schedule.  As  stipulated  in  the  Amendment, 
the  methodology  for  developing  this  payment  system  "shall  recognize  the  staff,  equipment,  and 
supplies  used  in  the  provision  of  various  medical  and  surgical  services  in  various  settings." 
Therefore,  in  order  to  fulfill  the  requirements  of  this  directive,  HCFA  must  collect 
comprehensive  and  detailed  data  on  medical  practice  expenses  that  can  be  incorporated  into  the 
development  of  a  resource-based  reimbursement  system  that  adequately  reflects  the  different 
costs  associated  with  operating  a  variety  of  practice  types.  HCFA  has  engaged  Abt  Associates 
Inc.  to  conduct  a  study  to  assist  it  in  collecting  and  analyzing  such  data  which  will  be  converted 
into  resource-based  practice-expense  relative  values  for  the  approximately  6,150  codes  defined 
in  the  Current  Procedural  Terminology  (CPT),  as  well  as  alphanumeric  HCPCS  services, 
contained  in  the  MFS.  Where  appropriate,  both  technical  and  professional  component  values 
will  be  determined.  In  addition,  the  data  collected  by  this  survey  will  facilitate  estimation  of 
both  technical  and  professional  component  relative  values  and  site-of-service  payment 
differentials. 

HCFA  is  required  to  produce  a  report  for  Congress  describing  the  methodology  for  developing 
the  resource-based  practice  expense  reimbursement  system  by  June  30,  1996.  As  stated  in  the 
Amendment,  the  report  shall  "include  a  presentation  of  data  utilized  in  developing  the 
methodology  and  an  explanation  of  the  methodology. "  In  order  to  meet  this  deadline,  HCFA 
must  begin  implementation  of  data  collection  activities  with  sampled  practices  as  soon  as  possible 


Data  Collection  and  Analysis  for  Generating  Procedure-Specific  Cost  Estimates 

with  the  expectation  of  receiving  3,500  responses  by  April  1996.  This  will  allow  time  for  data 
input  and  verification,  as  well  as  completion  of  data  analyses  that  must  be  included  in  the  report. 

In  performing  this  data  collection,  HCFA  has  the  support  of  the  medical  community.  The 
medical  community  acknowledges  that  participation  in  this  Federal  data  collection  effort  is  in 
its  best  interest  in  order  to  ensure  that  the  relative  value  units  developed  for  the  MFS  reflect 
accurate  practice  expenses.  Medical  providers  affected  by  the  MFS  have  expressed  keen  interest 
in  providing  input  and  comment  on  the  data  collection  instruments  and  methodology.  As 
described  in  Section  A. 8,  approximately  fifty  medical  societies  have  submitted  written  comments 
about  the  overall  research  and  data  collection  approach,  as  well  as  specific  item-by-item 
comments  regarding  the  mail  Survey  of  Practice  Costs  (see  Attachment  B  for  a  synthesis  of  these 
provider  comments).  Numerous  national  medical  societies  and  other  provider  associations  have 
also  extended  their  willingness  to  formally  endorse  data  collection  efforts  and  encourage 
membership  participation.  For  example,  Attachment  C  is  a  letter  from  Dr.  James  Todd, 
Executive  Vice  President,  of  the  American  Medical  Association,  endorsing  the  data  collection. 

A.  1.1       Need  for  Data  Collection 

In  order  to  develop  service-specific  (e.g.,  CPT-4)  estimates  of  medical  practice  expenses,  it  is 
necessary  for  HCFA  to  collect  detailed  cost  and  practice  characteristic  data  (e.g.,  service-mix) 
at  the  practice- level  for  different  practice  types  representing  the  range  of  medical  specialties. 
Such  data  are  currently  unavailable  from  existing  HCFA  administrative  files  or  other  research 
data  sets.  While  different  organizations  have  conducted  prior  surveys  of  practice  costs  (See 
Section  A. 4),  the  information  obtained  through  these  studies  is  not  sufficient  to  estimate 
resource-based  relative  values.  Specifically,  these  prior  surveys  have  several  limitations: 

•  are  based  on  a  limited  number  of  medical  specialties; 

•  are  generally  marked  by  low  response  rates; 

•  do  not  adequately  represent  different  practice  types;  and, 

•  lack  information  on  relevant  practice  characteristics,  especially  service-mix. 

Service-mix  is  of  major  importance  because  it  is  the  direct  link  between  practice  cost  and 
services  provided.  We  know  of  no  large-scale  survey  that  collects  both  costs  and  service-mix 
data.  Furthermore,  these  studies  are  proprietary  and  are  not  publicly  available. 

Thus,  a  survey  of  a  more  broadly-based  sample  of  medical  practices  must  be  conducted  to  obtain 
more  reliable  and  comprehensive  data  that  can  be  used  to  develop  a  resource-based  payment 
system  for  practice  expenses  across  all  medical  specialties  and  practice  types  (e.g.,  solo/group 
practice ;  single/multi-specialty) . 
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A.  1.2       Project  Description 

Abt  proposes  to  use  a  hybrid  approach,  employing  both  accounting  and  econometric  analytic 
tools,  to  collect  and  analyze  cost  data  on  both  a  service-  and  practice-specific  level.  A  mail 
survey  of  a  random  sample  of  physician  practices  and  four  types  of  non-physician1  practices  will 
collect  direct  and  indirect  costs  and  the  service-mix  (distribution  and  volume  of  services)  of  the 
practices.  The  main  purpose  of  the  practice  survey  will  be  to  compile  data  on  aggregate  costs 
and  service-mix  so  that  indirect  costs  can  be  allocated  to  individual  services.  In  addition, 
Clinical  Practice  Expert  panels  (CPEPs)  will  be  convened  to  help  determine  the  direct  inputs 
associated  with  providing  specific  services  at  different  sites.  These  panels  will  identify  the 
relevant  set  of  direct  inputs  (e.g.  clinical  staff  time,  medical  supplies  and  equipment)  which  are 
required  in  the  provision  of  a  number  of  particular  services. 

There  are  three  primary  components  of  the  research  approach: 

•  Conduct  Survey  to  Collect  Practice-Level  Costs.  A  self-administered  (mailed) 
survey  of  medical  practices  will  be  sent  to  several  thousand  practices  to  solicit 
data  on  aggregate  indirect  and  direct  costs,  service-mix,  and  practice 
characteristics. 

•  Convene  Clinical  Practice  Expert  Panels  (CPEPs)  to  Obtain  Procedure- 
Specific  Resource  Profiles.  The  approximately  6,150  CPT  codes  and  HCPCS 
services  contained  in  the  MFS  will  be  classified  into  groups  or  "families"  of 
service  codes  that  are  clinically  related  and  have  comparable  direct  costs. 
Approximately  15  CPEPs  will  then  be  formed  and  assigned  to  the  different 
service  groupings.  The  CPEPs  will  select  "reference  services"  from  these  groups 
and  will  determine  the  clinical  resources  (resource  profiles)  required  for  each 
reference  service.  The  CPEPs  will  also  provide  information  on  capital  costs  and 
reasonable  utilization  rates. 

•  Compile  Direct  Input  Price  Data.  Direct  input  prices  (clinical  wages,  medical 
supply  costs)  will  be  gathered  from  various  sources,  including,  but  not  limited  to, 
the  practice  survey  and  national  secondary  sources  (e.g.,  equipment/supply 
manufacturers).  The  prices  will  be  applied  to  the  reference  service  resource 
profiles  to  generate  direct  cost  estimates  for  these  services. 

In  order  to  develop  service-specific  practice  cost  estimates  for  all  relevant  codes  several  analytic 
steps  will  be  undertaken,  including: 


1  The  non-physician  providers  of  interest  to  HCFA  include:  optometrists,  podiatrists,  clinical  psychologists,  and 
physical  therapists.  Combined,  the  total  allowed  charges  for  services  provided  by  these  four  provider  groups 
represented  approximately  3  percent  of  all  Medicare  allowed  charges  in  1993. 
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•  Extrapolate  Direct  Costs.  Direct  costs  for  the  reference  service  from  each 
service  family  will  be  extrapolated  to  the  other  codes  in  the  group,  based  on 
"adjustment  factors"  developed  by  the  CPEPs  that  represent  the  ratio  of  the  direct 
costs  for  each  service  in  the  group  to  the  direct  costs  for  the  reference  service. 
The  data  pertaining  to  this  extrapolation  process  will  be  added  to  the  final 
database. 

•  Allocate  Indirect  Costs.  Total  indirect  costs  for  each  surveyed  practice  will  be 
allocated  to  the  specific  services  provided  by  the  practice.  A  variety  of 
alternative  approaches  will  be  assessed  to  determine  the  ability  of  each 
methodology  to  achieve  the  objectives  of  the  resource-based  payment  reform.  In 
addition,  the  redistributional  effects  across  practice  types  and  specialties  of  each 
methodology  will  be  measured.  Results  of  these  analyses  of  different  allocation 
strategies  will  also  be  incorporated  into  the  final  database  for  analysis. 

•  Validate  Cost  Estimates.  The  CPEPs  will  perform  a  "final  face- validity  check" 
on  the  total  service-specific  cost  estimates  to  ensure  that  they  accurately  reflect 
the  resources  required  in  providing  physician  services. 

•  Perform  Impact  Analysis.  The  impact  of  resource-based  payments  on  different 
practice  types  of  varying  practice  size,  specialty  composition,  and  geographic 
region  will  be  explored. 

Data  files,  containing  the  information  collected  from  the  practice  survey,  CPEPs,  and  research 
on  input  prices,  will  be  created  to  enable  HCFA  to  assess  alternative  techniques  for  calculating 
service-specific  practice  expense  estimates.  As  discussed  in  Section  A.  14.2,  HCFA  must  assess 
the  impact  of  the  various  competing  methodologies  for  defining  and  allocating  indirect  costs  to 
specific  services.  This  requires  the  collection  of  detailed  cost  elements  and  other  descriptive 
information  regarding  the  administration  and  operation  of  a  practice. 

A.2         Purpose  and  Use  of  Information 

As  explained  in  Section  A.l,  the  survey  will  be  an  important  tool  in  obtaining  the  indirect 
practice  expense  data.  The  data  collected  as  part  of  the  Survey  of  Practice  Costs  will  be 
incorporated  into  an  analytic  database  containing  all  the  survey  responses,  all  pricing 
information,  the  direct  inputs  for  all  reference  services  by  site-of-service,  and  extrapolation 
factors  for  all  codes.  These  data  will  be  used  by  analysts  and  HCFA  to  derive  estimates  using 
a  variety  of  allocation  methods. 

This  database  will  be  finalized  next  spring,  enabling  HCFA  to  test  alternative  methods  for 
estimating  practice  costs  per  service  and  to  support  simulations  of  the  effect  of  a  resource-based 
system  on  a  variety  of  practice  types  and  specialties.  HCFA  will  incorporate  the  results  of  these 
simulations,  as  well  as  public  comments  solicited  in  a  Notice  of  Proposed  Rulemaking  that  is 
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expected  to  be  published  in  early  1997,  in  its  final  determination  of  the  appropriate  practice 
expense  relative  values  to  assign  to  specific  services  for  implementation  in  1998. 

A. 3         Use  of  Improved  Information  Technology 

The  use  of  improved  technology,  in  the  form  of  providing  a  computer  diskette,  will  be  used  on 
a  voluntary  basis  only.  Computer  diskettes  will  be  enclosed  with  the  mailed  practice  survey  to 
assist  respondents  in  providing  service-mix  information  (the  number  of  services  by  CPT/HCPCS 
code  performed  annually)  by  the  practice  (see  Section  III,  Practice  Service  Mix  on  the  survey). 
The  use  of  diskettes  for  submission  of  this  information  to  Abt  will  be  optional  and  will  include 
detailed  instructions,  as  well  as  Helpline  assistance.  The  intent  of  using  the  diskettes  is  to 
reduce  the  potential  burden  of  providing  this  information  manually. 

A. 4         Efforts  to  Identify  Duplication  and  Use  of  Similar  Information 

There  are  no  current  datasets  or  data  collection  efforts  which  include  all  of  the  required 
information,  including  service-mix,  to  derive  resource-based  practice  expense  relative  value 
estimates.  Nor  are  any  of  the  existing  datasets  or  data  collection  efforts  based  on  such  a  broad 
range  of  practices  or  medical  specialties.  In  addition,  many  existing  practice  or  physician 
surveys  are  proprietary  in  nature,  and  are  not  generally  available  for  public  use.  The  Survey  of 
Practice  Costs  has  been  designed  specifically  to  collect  all  required  information  on  practice 
expenses,  including  service-mix,  from  a  variety  of  practice  types  representing  a  range  of 
medical  specialties. 

The  contractor  has  experience  from  previous  studies  on  this  subject  for  specific  medical  specialty 
societies,  and  has  conducted  discussions  with  investigators  of  other  relevant  studies  to  ensure  that 
this  data  collection  effort  does  not  represent  a  duplication  of  existing  surveys  or  planned  data 
collection  efforts.  Moreover,  this  research  project  is  required  to  meet  a  stringent  time  line, 
directed  by  Congressional  mandate,  as  described  earlier;  this  mandate  cannot  be  met  by  any 
other  existing  or  planned  data  collection  efforts. 

As  noted  above,  no  data  are  available  that  can  be  used  for  this  study,  particularly  due  to  the  fact 
that  none  of  the  existing  surveys  of  practices  obtains  profiles  of  the  services  provided  by  the 
practice.  Three  organizations  (Medical  Group  Management  Association  [MGMA],  American 
Group  Practice  Association  [AGP A],  and  Unified  Medical  Group  Association  [UMGA]) 
administer  a  cost  survey  at  the  practice-level.  However,  the  sample  of  practices  for  these 
surveys  is  based  on  the  membership  of  these  three  groups  and  is  not  representative  of  practices 
nationwide.  In  addition,  the  response  rates  among  these  surveys  is  low  and  service-mix  data  are 
not  collected. 

Data  from  several  physician  surveys  are  also  available  (e.g.,  the  American  Medical  Association's 
Socioeconomic  Monitoring  System  Survey;  HCFA's  Physician  Practice  Cost  and  Income 
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Survey,  Medical  Economics  Continuing  Survey).  However,  the  sampling  unit  is  the  individual 
physician  level,  not  the  practice.  For  this  survey,  the  practice  is  the  appropriate  sampling  unit 
because  a  large  part  of  practice  expense  is  composed  of  indirect,  or  "overhead"  costs,  which  are 
determined  at  the  practice-level,  not  the  physician-level.  Further,  none  of  these  physician 
surveys  collect  service-mix  data. 

Several  private  consulting  firms  have  collected  similar  practice  cost  data,  but  only  for  specific 
medical  specialties.  These  surveys  do  not  collect  the  required  service-mix  data,  nor  are  they 
based  on  practices  as  the  sampling  unit.  For  example,  Lewin-VHI  has  recently  been  secured  by 
the  American  College  of  Surgeons  (ACS)  to  collect  data  to  complement  HCFA's  survey  effort. 
The  ACS  data  collection  is  significantly  more  narrow  in  focus,  surveying  only  thirty  practices 
in  each  of  16  surgical  specialties. 

As  such,  information  similar  to  that  gained  through  the  data  collection  efforts  described  herein 
does  not  exist  to  the  extent  required  to  meet  the  Congressional  mandate. 

A. 5         Involvement  of  Small  Entities 

The  sampling  unit  is  the  practice,  and  as  such  will  include  small  practices  (e.g.,  one-  or  two- 
physician  practices,  3-4  physician  practices,  etc.),  as  well  as  practices  that  are  considered  large 
entities  (e.g.,  100-physician  group  practices).  Given  the  type  of  financial  data  requested  in  the 
survey,  the  practice  office  manager  or  practice  administrator,  and  not  the  physician,  is  likely  to 
complete  the  survey. 

Every  effort  has  been  made  to  minimize  the  number  of  questions  in  the  survey.  Several 
technical  issues  related  to  the  definition  and  allocation  of  indirect  costs  to  specific  services  are 
unresolvable  without  the  data  that  will  be  collected  as  part  of  the  Survey  of  Practice  Costs.  As 
a  result,  the  survey  is  intended  to  be  flexible  in  accommodating  the  major  competing 
methodologies  for  indirect  cost  allocation,  which  has  affected  the  length  of  the  questionnaire. 

As  described  below,  item-by-item  input  was  provided  by  the  medical  community,  a  Technical 
Expert  Group,  and  HCFA.  In  addition,  the  cost-related  questions  have  been  specifically 
designed  to  be  based  on  readily  available  information  (e.g.,  recent  tax  records  or  financial 
statements). 

A. 6         Consequences  of  Information  Collected  Less  Frequently 

A  survey  of  this  magnitude  and  on  this  particular  subject  matter  has  not  previously  been 
conducted.  It  is  not  anticipated  that  a  similar  study  would  be  necessary  over  the  next  several 
years.  If  the  data  that  are  collected  are  not  timely,  any  resulting  relative  values  will  be  invalid. 
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A. 7         Special  Circumstances  of  Information  Collection 

This  data  collection  effort  fully  complies  with  the  guidelines  stipulated  in  5  CR  1320.6. 
Respondents  will  not  be  asked  to  provide  data  more  often  than  quarterly.  As  noted  in  Section 
A. 6,  this  is  a  one-time  study  that  will  require  respondents  to  provide  a  single  set  of  complete 
data,  and  it  is  not  expected  that  such  a  study  will  need  to  be  conducted  again  for  several  years. 
Respondents  will  have  more  than  a  30-day  period  to  submit  the  necessary  information  and  will 
not  be  required  to  supply  more  than  an  original  and  two  copies  of  any  documents.  Additionally, 
they  will  not  be  required  to  retain  any  special  records  for  more  than  three  years. 

HCFA  fully  intends  to  seek  OMB  approval  of  all  aspects  of  the  Survey  of  Practice  Costs.  All 
responses  to  the  OMB-approved  survey  will  be  compiled  and  used  to  calculate  valid  and  reliable 
statistical  estimates  of  practice  expenses. 

While  it  is  not  expected  that  respondents  will  need  to  submit  proprietary  trade  secrets,  the  nature 
of  some  of  the  cost  data  solicited  in  the  survey  may  be  regarded  as  highly  confidential  by 
participating  practices.  All  financial  and  other  data  reported  in  the  survey  will  remain 
confidential  (see  Section  A.  10). 

A. 8         Consultations/Comments  on  Data  Collection 

As  required  by  5  CFR  1320.8  (d),  HCFA  solicited  comments  on  the  proposed  data  collection 
efforts  in  the  Federal  Register  (notice  published  August  7,  1995,  page  40184)  .  No  comments 
were  received  in  response  to  that  notice. 

However,  a  number  of  individuals  and  organizations  were  consulted  in  the  development  of  the 
attached  survey  instrument  and  survey  methodology,  including  Federal  officials,  outside  experts 
serving  as  consultants,  subcontractors,  and  Technical  Expert  Group  members  to  the  project.  In 
addition,  as  described  below,  HCFA  distributed  a  draft  of  the  survey  to  over  130  medical 
societies  and  other  provider  organizations  for  review  and  comment.  These  national  medical 
societies  and  associations  provided  substantial  written  input  used  to  refine  the  survey.  A  list  of 
these  individuals  and  provider  organizations  is  provided  below. 

Federal  Officials: 

Office  of  Research  and  Demonstrations,  HCFA 

Jesse  Levy,  Ph.D.,  Project  Officer 

William  Sobaski,  Director,  Division  of  Payment  Systems 

Mark  Krause,  Ph.D. 

Edgar  Peden,  Ph.D. 
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Bureau  of  Policy  Development,  HCFA 

Tom  Ault,  Director,  Bureau  of  Policy  Development 

Terry  Kay,  Director,  Division  of  Physician  Services 

Liz  Cusick,  Director,  Office  of  Physician  and  Ambulatory  Care  Policy 

Bart  McCann,  M.D.,  Medical  Director 

Grant  Bagley,  M.D.,  Medical  Director 

Jim  Menas 

Stan  Weintraub 

Outside  Experts: 

Mark  Pauly,  Ph.D. 
Professor,  Leonard  Davis  Institute 
University  of  Pennsylvania 
3641  Locust  Walk 
Philadelphia,  PA  19104-6218 
(215)  898-2838 

Gerard  Wedig,  Ph.D. 
Assistant  Professor 
Leonard  Davis  Institute 
University  of  Pennsylvania 
3641  Locust  Walk 
Philadelphia,  PA  19104-6218 
(215)  898-6861 

Sankey  V.  Williams,  M.D. 

Professor  of  General  Internal  Medicine 

Hospital  of  the  University  of  Pennsylvania 

3400  Spruce  St. 

Philadelphia,  PA  19104-4283 

(215)  662-3795 

Jose  J.  Escarce,  M.D. 

Division  of  General  Internal  Medicine 

3615  Chestnut  St. 

Hospital  of  the  University  of  Pennsylvania 
Philadelphia,  PA  19104-2676 
(215)  898-1075 
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William  Katz,  D.B.A. 
President,  Katz  and  Associates 
40  Shadow  Oak  Dr. 
Sudbury,  MA  01776 
(508)  440-9411 

Claude  N.  Cressy,  M.A.,  Research  Project  Director 
Barry  R.  Greene,  Ph.D.,  Associate  Executive  Director 
David  Ganz,  M.A.,  Director  of  Survey  Operations 

Center  for  Research  in  Ambulatory  Health  Care  Administration  (CRAHCA) 

104  Inverness  Terrace  East 

Engelwood,  CO 

80112-5306 

(303)  397-7879 

Steven  S.  Lazarus,  Ph.D.,  FHIMSS 
President,  Management  Systems  Analysis  Corp. 
4949  S.  Syracuse  Street  -  Suite  300 
Denver,  CO  80237 
(303)  488-9911 

Rod  Nelson,  CPA 

President  and  Chairman 

EnterMedica  Resources  Inc. 

222  W.  Las  Colinas  Blvd.  -  Suite  845 

Irving,  TX  75039 

(214)  432-1900 


Technical  Expert  Group  (TEG) 

Members  from  the  Technical  Expert  Group  (TEG)  (see  Attachment  D)  composed  of  a  total  of 
14  researchers  on  the  MFS  and  physician  practice  expenses,  and  members  of  the  medical 
community  were  convened  twice  for  one-day  meetings  to  explicitly  review  and  comment  on  the 
survey  design  and  methodology  (first  meeting  was  on  May  31st  in  Washington  D.C.;  second 
meeting  was  on  July  25th  in  Baltimore,  MD).  Each  meeting  was  documented  by  a  court  reporter 
in  order  to  accurately  capture  and  record  TEG  member  comments. 

Medical  Community 

As  mentioned  previously,  the  medical  community  has  been  extremely  active  and  supportive  in 
providing  input  and  comment  on  the  data  collection  instruments  and  methodology.  HCFA 
invited  over  130  medical  societies  to  an  informational  public  meeting  on  June  13,  1995  in 
Washington  D.C.  during  which  an  overview  of  the  project  was  presented,  as  well  as  planned 
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data  collection  strategies.  A  question  and  answer  period  was  also  included  as  part  of  the 
presentation.  In  addition,  a  draft  of  the  Survey  of  Practice  Costs  was  distributed  to  these  medical 
societies  and  provider  organizations  for  review  and  comment. 

Approximately  fifty  medical  societies  and  other  provider  organizations  subsequently  submitted 
written  comments  about  the  overall  research  and  data  collection  approach,  as  well  as  specific 
item-by-item  comments  regarding  the  mail  questionnaire  for  the  Survey  of  Practice  Costs. 
Attachment  B  includes  a  synthesis  of  these  provider  comments,  which  were  used  as  the  basis  for 
further  refining  and  editing  the  survey.  Written  comments  about  the  survey  design, 
methodology,  and  specific  question  items  were  received  from  the  following  organizations: 

American  Academy  of  Child  and  Adolescent  Psychiatry  (AACAP) 

American  Academy  of  Dermatology  (AAD) 

American  Academy  of  Family  Physicians  (AAFM) 

American  Academy  of  Neurology  (AAN) 

American  Academy  of  Ophthalmology  (AAO) 

American  Academy  of  Orthopaedic  Surgeons  (AAOS) 

American  Academy  of  Otolaryngology-Head  and  Neck  Surgery,  Inc  (AAO-HNS) 
American  Academy  of  Pediatrics  (AAP) 

American  Academy  of  Physical  Medicine  and  Rehabilitation  (AAPM&R) 

American  Association  of  Electrodiagnostic  Medicine  (AAEM) 

American  Association  of  Neurological  Surgeons  (AANS) 

American  College  of  Cardiology  (ACC) 

American  College  of  Chest  Physicians  (ACCP) 

American  College  of  Emergency  Physicians  (ACEP) 

American  College  of  Obstetricians  and  Gynecologists  (ACOG) 

American  College  of  Radiology  (ACR) 

American  College  of  Rheumatology  (ACR) 

American  College  of  Surgeons  (ACS) 

American  Gastroenterological  Association  (AGA) 

American  Geriatrics  Society  (AGS) 

American  Medical  Association  (AMA) 

American  Medical  Directors  Association  (AMD A) 

American  Optometric  Association  (AOA) 

American  Osteopathic  Association  (AOA) 

American  Podiatric  Medical  Association  (APMA) 

American  Psychiatric  Association  (APA) 

American  Sleep  Disorders  Association  (ASDA) 

American  Society  of  Clinical  Oncology  (ASCO) 

American  Society  of  Anesthesiologists  (ASA) 

American  Society  of  Internal  Medicine  (ASIM) 

American  Society  of  Transplant  Surgeons  (ASTS) 

American  Urological  Association  (AUA) 

Association  of  American  Medical  Colleges  (AAMC) 
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Association  of  Freestanding  Radiation  Oncology  Centers  (AFROC) 

College  of  American  Pathologists  (CAP) 

Congress  of  Neurological  Surgeons  (CNS) 

Harvard  University  School  of  Public  Health  (HUSPH) 

Joint  Council  of  Allergy  and  Immunology  (JCAI) 

Medical  Group  Management  Association  (MGMA) 

National  Association  of  Portable  X-Ray  Providers  (NAPXP) 

National  Association  for  Medical  Direction  of  Respiratory  Care  (NAMDRC) 

Osteoporosis  Diagnostic  and  Monitoring  Center  (ODMC) 

Sacramento  Radiology  Medical  Group,  Inc.  (SRMG) 

The  Society  of  Gynecological  Oncologists  (SGO) 

The  Society  of  Thoracic  Surgeons  (STS) 

University  of  California  at  San  Diego  Medical  Center  (UCSD) 

Washington  Orthopaedic  Services  (WOS) 

In  addition  to  these  medical  societies,  representatives  from  several  practices  volunteered  to 
informally  review  the  survey  and  comment  on  the  anticipated  length  of  time  for  completion; 
clarity  of  questions,  definitions,  and  instructions;  and  overall  ease  of  completion. 
In  addition  to  this  informal  review  of  the  survey,  a  formal  pretest  of  the  survey  was  conducted, 
as  described  in  Section  B.4. 

As  noted  previously,  the  Survey  of  Practice  Costs  is  a  one-time  survey  designed  to  collect 
information  on  medical  practice  expenses.  These  data  will  be  used  to  estimate  resource-based 
practice  expense  relative  value  units  that  must  be  incorporated  into  the  Medicare  Fee  Schedule 
in  1998.  It  is  not  expected  that  HCFA  will  need  to  conduct  a  survey  of  this  magnitude  for  the 
next  several  years.  Therefore,  it  will  not  be  necessary  to  consult  on  an  ongoing  basis  with 
representatives  from  the  practices  who  will  be  providing  the  data. 

A. 9         Payments  or  Gifts  to  Respondents 

Respondents  will  not  be  compensated  through  cash  payments  or  other  gifts  for  their  participation 
in  the  Survey  of  Practice  Costs. 

A.  10        Assurance  of  Confidentiality 

The  Survey  of  Practice  Costs  will  collect  information  on  the  costs  associated  with  operating  a 
medical  practice.  These  data  will  not  be  presented  in  any  report  at  the  individual  practice  level; 
all  results  will  be  presented  in  aggregated  categories  that  do  not  allow  for  the  identification  of 
any  one  individual  practice. 

Respondent  confidentiality  will  be  assured  by  adherence  to  Section  903(d)  of  the  Public  Health 
Service  Act  (42  USC  299  a- 1(c))  as  follows: 
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"No  information,  if  an  establishment  or  person  supplying  the  information  or  described 
in  it  is  identified,  obtained  in  the  course  of  activities  undertaken  or  supported  under 
this  title  may  be  used  for  any  purpose  other  than  the  purpose  for  which  it  was 
supplied  unless  such  establishment  or  person  has  consented  (as  determined  under 
regulations  of  the  Secretary)  to  its  use  for  such  other  purpose.  Such  information  may 
not  be  published  or  released  in  other  form  if  the  person  who  supplied  the  information 
or  who  is  described  in  it  is  identifiable  unless  such  person  has  consented  (as 
determined  under  regulations  of  the  Secretary)  to  its  publication  or  release  in  other 
form." 

As  described  earlier,  a  final  database  will  be  constructed  to  enable  HCFA  to  assess  different 
allocation  strategies.  All  users  of  this  database  will  be  subject  to  confidentiality  agreements,  as 
is  standard  practice  with  all  HCFA  administrative  files. 

A.  11        Questions  of  a  Sensitive  Nature 

The  Survey  of  Practice  Costs  does  not  include  questions  of  a  sensitive  nature  pertaining  to 
subjects  such  as  sexual  behavior  and  attitudes,  religious  beliefs  and  other  matters  that  are 
commonly  considered  private. 

A.  12        Estimates  of  Annualized  Hourly  Cost  Burden  to  Respondents 

The  annualized  estimates  of  hour  burden,  as  presented  in  Table  A.  12.1  below,  are  based  on  a 
pretest  of  seven  respondents  (see  Section  B.4). 


Table  A.  12.1 


Number  of  respondents 

Hours  per  response 

Response  burden 

3,500 

12  hrs. 

42,000  hrs. 

The  annualized  cost  to  each  respondent  for  the  estimated  hour  burden  of  compiling  the  data 
necessary  for  the  survey  is  estimated  at  $294.36,  or  $1,030,260  across  all  respondents.  Wage 
data  from  the  Bureau  of  Labor  Statistics  (BLS)  were  used  to  calculate  these  cost  estimates.  The 
average  hourly  wage  (including  fringe)  is  estimated  as  $24.53.  This  wage  represents  a  weighted 
average  of  physician  and  practice  administrator  wages  (including  fringe),  assuming  that  25%  of 
the  questionnaires  will  be  completed  by  physicians. 

Since  this  is  a  new  data  collection  effort,  it  is  not  anticipated  that  there  will  be  any  cause  for  a 
change  in  burden,  either  an  increase  or  decrease. 
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A.  13        Estimates  of  Total  Annual  Cost  Burden  to  Respondents 

Respondents  will  not  incur  any  capital  or  start-up  costs  and  operational  or  maintenance  costs  as 
a  result  of  completing  this  survey.  As  noted  in  Section  A. 5,  every  effort  has  been  made  to 
minimize  the  number  of  questions  on  the  survey.  Additionally,  questions  have  been  carefully 
designed  to  be  based  on  readily  available  information  (e.g.,  tax  records  and  financial 
information).  Therefore,  respondents  will  not  be  required  to  implement  extraordinary  measures 
(e.g.,  purchasing  equipment)  for  the  sole  purpose  of  responding  to  the  survey.  The  only  costs 
incurred  will  be  those  associated  with  their  time  (hourly  burden). 

A.  14        Estimates  of  Annualized  Cost  to  Federal  Government 

Total  costs  to  the  Federal  government  for  the  contract  to  perform  this  study  is  $2,603,069  for 
21  months.  This  includes  labor,  overhead,  consultants,  subcontractors,  and  all  other  indirect 
costs.  Of  this  total  contract  amount,  the  total  costs  associated  with  administering  and  designing 
the  survey  is  $974,628,  $942,352  of  which  will  be  incurred  in  Year  1  and  $32,276  incurred  in 
Year  2. 


A.15       Reasons  for  Program  Changes 

No  program  changes  or  adjustments  have  been  reported  in  Items  13  or  14  of  OMB  Form  83-1. 
A.  16        Time  Schedule,  Publication,  and  Analysis  Plans 

This  request  is  for  a  two-year  data  collection  period.  The  project  was  initiated  on  April  1,  1995 
and  ends  on  December  31,  1996.  Data  collection  will  take  place,  upon  OMB  approval,  between 
January  1996  and  April  1996.  The  practice-specific  database,  which  will  be  based  on  the  results 
of  this  survey,  will  be  completed  in  June  1996. 

A.  16.1  Publications 

Findings  from  the  survey  and  other  components  of  the  project  will  be  reported  in  four  major 
reports: 

Report  on  Data  Collection  and  Data  Delivery:  will  be  based  on  the  survey  results, 
providing  descriptive  statistics  on  each  survey  item,  as  well  as  a  description  of  the 
survey  methodology  and  sampling  plan. 

Draft  April  1996 

Final  May  1996 
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Report  on  CPEP  Work:  will  be  based  on  all  CPEP  activities,  including  information 
on  the  resource  profiles. 

Draft  June  1996 

Final  July  1996 

Report  on  Analysis  and  Data  Delivery:  will  be  based  on  preliminary  analyses  of  the 
service-specific  costs  and  extrapolation  of  direct  costs  to  all  services. 

Final  September  1996 

Report  on  All  Tasks:  will  include  a  summary  of  the  findings  from  all  project 
activities,  including  results  from  the  allocation  of  indirect  costs  to  specific  services 
and  the  sensitivity  testing  of  the  allocation  methodologies.  This  report  will  also 
include  all  data  files  and  documentation. 

Draft  November  1996 

Final  December  1996 


A.  16.2     Analysis  Plans 

The  analytic  approach  consists  of  four  separate  components:  1)  extrapolation  of  direct  costs;  2) 
allocation  of  indirect  costs;  3)  validation  of  service-specific  costs;  and  4)  analysis  of  the  impact 
of  proposed  practice-expense  values.  Each  of  these  analytic  components  are  briefly  described 
below. 

Extrapolation  of  Direct  Costs 

Profiles  of  the  quantities  of  direct  inputs  will  be  prepared  by  the  CPEPs  for  representative 
reference  services,  which  will  be  selected  from  clinically  homogenous  service  families.  These 
service  families  were  created  by  drawing  on  two  existing  classification  systems:  the  Ambulatory 
Patient  Group  (APG)  system  developed  by  3M  HIS;  and  the  Berensen-Eggers-Holahan  (BEH) 
system  developed  by  the  Urban  Institute.  The  resource  profiles  will  subsequently  be  converted 
into  dollar  cost  estimates.  Accomplishing  this  requires  that  prices  be  assigned  to  each  input 
identified  by  the  CPEPs.  These  prices  must  then  be  multiplied  by  the  quantity  of  the  input, 
identified  in  the  profiles,  to  arrive  at  the  cost  of  that  input  for  each  service.  The  direct  costs  will 
be  estimated  using  several  different  definitions  of  direct  costs  which  range  from  "liberal"  (many 
costs  treated  as  direct)  to  "conservative"  (few  costs  treated  as  direct),  so  that  future  researchers 
have  the  ability  to  vary  the  definition  of  direct  costs.  These  input  costs  will  then  be  summed  for 
all  the  inputs  for  each  service  in  order  to  estimate  the  service-specific  direct  cost. 

Once  the  direct  costs  for  the  reference  services  have  been  calculated,  the  extrapolation  of  direct 
costs  from  the  reference  service  to  the  other  services  in  a  family  will  be  performed.  The  direct 
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cost  estimate  for  all  of  the  other  services  in  a  group  will  be  equivalent  to  the  direct  cost  for  the 
reference  service,  multiplied  by  an  adjustment  factor  as  rated  by  the  CPEPs. 

For  example,  a  service-specific  adjustment  factor  of  2.0,  combined  with  a  reference  service 
direct  cost  of  $50,  results  in  a  direct  cost  of  $100.  Similarly,  if  no  adjustment  factor  is  assigned, 
the  direct  cost  of  the  service  would  be  the  same  as  that  for  the  reference  service.  The  resulting 
direct  cost  estimates  and  the  data  elements  used  in  calculating  these  estimates  will  be  added  to 
the  final  database  to  provide  HCFA  with  the  opportunity  to  assess  the  extrapolation  method  of 
generating  direct  cost  estimates  and  to  compare  these  results  with  those  derived  from  alternative 
approaches. 

Allocation  of  Indirect  Costs  to  Specific  Services 

Allocation  of  indirect  costs  to  specific  services  is  one  of  the  more  challenging  methodological 
issues  pertaining  to  this  project.  Indirect  cost  allocation  will  be  a  critical  determinant  of  the 
economic  incentives  produced  by  the  practice  expense  relative  values  and,  therefore,  requires 
careful  consideration.  As  explained  in  Section  A.l,  a  number  of  indirect  cost  allocation 
methodologies  that  have  been  recommended  by  several  researchers  will  be  assessed,  including: 

•  Work  and/or  Direct  Costs.  Some  methods  allocate  indirect  costs  based  on  the 
physician  work  and/or  direct  costs  associated  with  a  service. 

•  Step-down.  The  step-down  methodology  allocates  different  categories  of  indirect 
costs  according  to  different  rules  (e.g.,  space  is  allocated  based  on  time,  while 
billing  is  assigned  uniformly  across  all  services). 

•  Practice  Characteristics-based  Lump  Sum  Payment.  This  approach  recognizes 
indirect  costs  as  being  truly  fixed  and  calculates  a  preset  aggregate  payment  based 
on  practices'  characteristics.  Multivariate  regression  is  used  to  determine  the 
importance  of  each  practice  characteristic  in  establishing  the  basis  of  the  payment 
formula. 

•  Cost  Function.  A  statistical  regression  approach  can  also  be  used  to  allocate 
indirect  costs  to  particular  services.  Cost  functions  are  used  to  explain  variation 
in  practice-  level  costs  based  on  diversity  in  the  mix  of  services  produced  and  the 
costs  of  the  inputs  required  to  provide  those  services.  In  addition,  cost  function 
models  can  be  used  to  assign  indirect  costs  to  broad  classes  of  services. 

A  cost  function  analysis  will  be  a  key  tool  in  allocating  indirect  costs.  However,  the  large 
number  of  services  (or  outputs)  for  which  prices  must  be  estimated  complicates  the 
implementation  of  a  cost  function.  To  facilitate  the  application  of  this  approach,  service  codes 
will  be  grouped  into  categories.  A  regression  analysis  will  then  be  performed  to  measure  the 
effect  of  various  service  groupings  on  indirect  costs.  As  an  alternative  to  regression  analysis, 
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indirect  costs  can  be  allocated  to  specific  services  on  a  practice-specific  basis  using  each 
practice's  service-mix  data  and  an  allocation  base  such  as  direct  cost. 

A  statistic  of  central  tendency,  such  as  the  mean  or  median,  of  the  indirect  costs  can  be 
calculated  for  each  service  across  all  of  the  practices  to  estimate  the  indirect  cost  for  each 
service.  Sensitivity  tests  of  various  allocation  methodologies  and  measures  of  central  tendency 
will  be  performed  to  assess  their  impact  on  an  equitable  payment  structure.  Both  the  regression 
approach  and  the  average  allocation  approach  will  distinguish  differences  in  cost  related  to  the 
site-of-service. 

The  survey  instrument  has  been  designed  to  collect  all  of  the  data  elements  necessary  to  evaluate 
the  impact  of  each  allocation  approach,  particularly  for  allocation  methods  which  require  varying 
levels  of  disaggregation  of  indirect  expenses.  These  data,  as  well  as  the  indirect  cost  estimates 
resulting  from  the  application  of  the  different  allocation  strategies,  will  be  incorporated  into  the 
final  database  to  enable  HCFA  to  examine  the  differences  in  indirect  cost  estimates  that  result 
from  changing  the  methodology. 

Validation  of  Procedure-Specific  Cost  Estimates 

The  extrapolation  process,  which  will  be  based  on  the  reference  service  resource  profiles  and 
adjustment  factors  developed  by  the  CPEPs,  as  well  as  the  assignment  of  input  prices,  will  result 
in  relatively  straightforward  estimates  of  service-specific  direct  costs  for  the  over  6,150  CPT 
codes  and  HCPCS  services  on  the  MFS.  However,  as  explained  above,  a  variety  of  indirect  cost 
estimates  are  most  likely  to  emerge  for  each  service  based  on  the  different  indirect  cost  allocation 
strategies.  In  order  to  determine  which  allocation  methodology  and  payment  approach  produces 
service-specific  practice  cost  estimates  that  accurately  reflect  the  resources  required  in  providing 
these  services,  it  will  be  necessary  to  subject  the  cost  estimates  to  a  final  round  of  review. 

The  CPEP  members,  who  will  be  familiar  with  the  methodology  and  data  used  to  develop  the 
initial  values,  will  be  instrumental  in  this  review  phase.  Following  the  extrapolation  of  direct 
costs  and  assignment  of  alternative  overhead  costs  to  each  service,  a  list  of  the  estimated  per- 
service  direct  costs  and  alternative  indirect  and  total  service-specific  practice  costs  (representing 
the  sum  of  the  direct  and  indirect  costs)  for  a  subset  of  the  universe  of  codes  will  be  sent  to  each 
CPEP  member.  Redundant  assignment  of  services  will  be  built  into  the  review  process,  with 
each  code  being  reviewed  by  at  least  two  CPEP  members.  CPEP  members  will  be  asked  to 
consider  the  different  indirect  cost  estimates  resulting  from  the  application  of  each  allocation 
strategy  and  assess  which  approach  produces  the  most  accurate  per-service  indirect  cost 
estimates.  In  addition,  they  will  perform  a  final  check  on  the  direct  cost  estimates,  focusing 
particularly  on  the  cost  relations  across  services.  The  result  of  this  process  will  be  a  single  set 
of  total  service-specific  practice  costs  that  accurately  reflects  the  differences  in  the  resources 
required  to  provide  the  CPT  codes  and  other  HCPCS  services. 


16 


Data  Collection  and  Analysis  for  Generating  Procedure-Specific  Cost  Estimates 

Aggregate  Impact  Analysis 

The  aggregate  impact  analysis  will  compare  practice-wide  expenses  to  simulated  payments  under 
the  current  MFS  and  under  the  resource-based  payment  approach  resulting  from  this  study. 
Since  payer-specific  service-mix  will  not  be  available,  these  analyses  will  be  based  on  the 
assumption  that  the  proposed  payment  method  applies  to  the  entire  practice. 

The  service-mix  data  collected  in  the  practice  survey  will  be  used  to  determine  aggregate 
reimbursements  under  the  new  payment  approach.  Total  volumes  of  each  physician  service 
provided  by  a  practice  will  be  multiplied  by  the  estimated  practice  expense  payment  for  that 
service,  with  the  resulting  reimbursements  for  services  summed  to  estimate  aggregate  practice 
expense  reimbursement.  This  calculation  will  be  compared  with  actual  aggregate  practice 
expenses  reported  in  the  survey  and  with  reimbursement,  as  calculated  from  the  current  MFS 
formula,  to  determine  the  effect  of  estimated  payments  on  the  practice  from  both  a  cost  and 
current  reimbursement  perspective.  In  all  cases,  both  costs  and  revenues  of  each  practice  will 
be  deflated  by  the  appropriate  practice  expense  geographic  practice  cost  index  (GPCI)  to  account 
for  geographically-determined  cost  differences. 

To  help  HCFA  assess  the  overall  impact  of  the  proposed  payment  approach,  these  analyses  will 
consider  the  differences  in  estimates  by  specialty,  geographic  region,  urban-rural  location, 
practice  size,  and  other  factors.  Particular  attention  will  be  paid  to  practices  in  areas  with 
inadequate  access  to  physician  services.  Ultimately,  HCFA  will  determine  relative  values  (after 
publication  of  proposed  relative  values  in  a  Notice  of  Proposed  Rule  Making)  and  will  perform 
its  own  simulations. 


A.  17        Expiration  Date  for  OMB  Approval  of  Information  Collection 

HCFA  fully  intends  to  display  the  expiration  date  for  OMB  approval  of  the  data  collection 
efforts. 


A.  18        Exceptions  to  Certification  Statement  (Item  19  of  OMB  Form  83-1) 

HCFA  has  not  identified  any  exceptions  to  the  certification  statement  stipulated  in  Item  19, 
"Certification  for  Paperwork  Reduction  Act  Submissions",  of  OMB  Form  83-1. 
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B.  Collection  of  Information  Employing  Statistical  Methods 
B.l         Respondent  Universe  and  Sampling  Methods 
Respondent  Universe  and  Sampling  Frame 

As  indicated  in  the  earlier  sections,  the  objective  of  the  Survey  of  Practice  Costs  is  to  collect  the 
following  information  for  each  practice  in  a  statistically  selected  sample  of  practices: 

•  the  total  costs  of  the  practice,  excluding  physicians  wages  and  salaries2  and 

•  the  profile  of  services  offered  by  the  practice. 

The  universe  for  the  survey  is  all  non-Federal,  direct-patient  care  practices  that  offer  services 
of  physicians  (MDs  and  DOs),  optometrists,  podiatrists,  clinical  psychologists,  and  physical 
therapists.  For  the  purposes  of  this  survey,  the  practices  will  be  sampled  from  the  50  States  and 
the  District  of  Columbia.  The  frame  used  to  capture  this  universe  will  be  developed  from 
several  different  sources  described  in  the  following  paragraphs  and  in  Table  B.l.l  on  the 
following  page.  A  stratified  probability  sample  of  practices  will  be  selected  from  this  frame 
following  procedures  described  in  section  B.2. 

The  sampling  frame  for  physician  practices  will  be  developed  from  two  related  data  bases 
maintained  by  the  American  Medical  Association.  The  first  is  a  list  of  all  physician  practices 
in  the  AMA's  Census  of  Medical  Groups  (CMG).  The  second  AMA  resource  is  the  Physician 
Masterfile  which  provides  a  comprehensive  list  of  physicians  containing  data  on  each  physician 
in  the  country.  The  sampling  frame  will  be  constructed  from  the  group  practices  on  the  CMG 
data  base  and  physicians  on  the  Masterfile  who  indicate  that  they  are  in  one-  or  two-physician 
practices. 

The  CMG  provides  a  complete  and  accurate  listing  of  group  practices  (defined  as  at  least  three 
physicians),  and  includes  the  number  of  physicians  in  each  practice  as  well.  Physician  groups 
are  identified  through  a  number  of  sources,  primarily  through  the  AMA's  Census  of  Physicians' 
Professional  Activities  (PPA  Census),  but  also  from  membership  files  maintained  by  the  Medical 
Group  Management  Association  (MGMA)  and  the  American  Group  Physician  Association 
(AGP A).  The  AMA's  Group  Practice  Census  was  first  completed  in  1965  and  was  updated  in 
1969,  1975,  and  1980.  Since  1984,  the  database  has  been  linked  to  the  Physician  Masterfile 
and  has  been  updated  continuously  as  groups  are  identified  through  the  PPA  Census  and  other 
sources.  The  1994  Census  of  Medical  Groups  was  recently  completed  in  January  of  1995  and 
the  AMA  plans  to  update  the  file  in  the  second  half  of  1995  (personal  communication  from  M. 
A.  Eiler). 


2  Because  the  purpose  is  to  estimate  relative  values  of  practice  expenses  that  are  paid  under  the  relative  values  of 
physicians'  work,  we  presume  that  physicians'  salary  information  is  not  necessary. 
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The  AMA's  Physician  Masterfile  provides  a  comprehensive  list  of  physicians  in  the  United 
States.  A  record  is  initiated  in  the  Masterfile  when  a  student  enters  medical  school  in  the  United 
States.  As  students  graduate  and  enter  residency  programs,  Masterfile  records  are  updated 
through  an  annual  census  of  graduate  medical  education  programs.  Throughout  physicians' 
careers,  the  AMA  continues  to  maintain  records  in  the  Physician  Masterfile  through  a  network 
of  institutional  data  providers  including  the  National  Board  of  Medical  Examiners,  the  American 
Board  of  Medical  Specialties,  medical  societies,  state  licensing  agencies,  the  Surgeon  General's 
office,  and  other  sources  of  physician  credentials  and  location.  For  these  reasons,  we  believe 
that  the  AMA's  Physician  Masterfile  is  a  complete  and  current  source  of  information  about 
individual  physicians. 

Table  B.l.l 

Universes  of  Practice  Types  and  Sample  Frames 


Population  Element 

Sample  Frame 

Physician  Practices: 

Medical  Groups  (three  or 
more  physicians) 

American  Medical  Association's 
Census  of  Medical  Groups 

Two-Physician  Practices 

American  Medical  Association's 
Physician  Masterfile 

Solo  Practices 

Other  Practices: 

Clinical  Psychology 
Practices 

American  Psychological  Association, 
Membership  List 

Optometry  Practices 

American  Optometric  Association, 
Membership  List 

Physical  Therapy  Practices 

American  Physical  Therapists 
Association,  Membership  List 

Podiatry  Practices 

American  Podiatric  Medical 
Association,  Membership  List 

The  sampling  frame  also  contains  information  obtained  from  the  AMA  on  basic  classification 
variables  like  practice  size,  specialty  or  specialties,  geographic  location  (Census  regions)  and 
whether  a  practice  is  in  a  rural  or  urban  area.  These  variables  will  be  used  to  develop  a  stratified 
probability  sample. 

Although  both  of  the  AMA  listings  are  believed  to  be  complete,  current,  and  of  high  quality,  the 
frame  has  been  examined  to  ensure  that  there  is  no  serious  under-coverage.  During  the  survey 
administration,  we  expect  to  find  practices  considered  out  of  scope  for  the  survey  (for  example, 
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a  sampled  practice  that  is  no  longer  in  business,  or  a  physician  who  has  retired).  Such  practices 
can  simply  be  removed  from  the  sample  without  changing  the  weights  of  other  in-scope  units  or 
causing  any  bias  in  the  estimates. 

The  sampling  unit  for  this  survey  is  a  practice.  The  resource-based  relative  values  that  are  to 
be  developed  for  practice  expenses  hinge  upon  the  practice  as  a  whole  rather  than  focusing  on 
individual  physicians.  Though  individual  physicians  are  part  of  the  sample,  they  are  still  viewed 
conceptually  as  a  solo  practice.  It  is  important  that  the  sampling  unit  be  at  the  practice  level 
rather  than  at  the  physician  level  since  group  practice  size  is  one  of  the  variables  used  in 
stratifying  the  sample,  and  it  also  will  play  a  significant  role  in  the  interpretation  of  the  data 
analysis.  It  is  likely  that  costs  are  practice-based  rather  than  physician-based.  The  basic 
sampling  weight  for  purposes  of  estimation  is  defined  as  the  ratio  of  the  number  of  practices  in 
the  universe  to  the  number  of  practices  sampled. 

Separate  sampling  frames  for  each  of  the  four  other  provider  groups  (optometrists,  podiatrists, 
physical  therapists,  and  clinical  psychologists)  will  be  developed  from  the  membership  lists  of 
their  respective  professional  societies  (American  Optometric  Association,  American  Podiatric 
Medical  Association,  American  Physical  Therapists  Association,  American  Psychological 
Association).  These  lists,  again,  will  be  examined  for  any  seriously  systematic  under-coverage, 
duplication  and  accuracy  of  the  classification  information. 

A  concern  with  any  membership  list  is  that  the  members  are  a  self-selected  group  and  may  differ 
in  some  important  ways  from  non-members.  Estimates  of  membership  in  these  societies  range 
between  75%  and  80%.  During  the  study,  we  will  evaluate  the  potential  bias  introduced  by  non- 
coverage  of  non-members.  Whatever  bias  exists,  of  course,  must  be  weighed  against  the  costs 
of  alternative  frames.  Having  considered  other  potential  frame  sources  (e.g.,  state  licensing  or 
accreditation  agencies),  we  believe  that  these  membership  lists  are  the  most  cost-effective  frames 
for  this  study. 

The  sampling  unit  for  these  four  groups  of  other  health  professionals  will  be  the  individual 
provider.  The  basic  sampling  weight  is  defined  as  the  ratio  of  the  number  of  providers  in  the 
universe  to  the  number  sampled. 

Data  on  the  Number  of  Entities 

The  distribution  of  physician  group  practices  by  size  category  (as  defined  by  the  AMA)  is 
provided  in  Table  B.1.2.  This  table  is  based  on  data  contained  in  the  Masterfile  and  the  CMG 
file.  According  to  the  AMA  data,  the  number  of  physicians  in  group  practices  ranges  from  three 
to  more  than  3000.  Most  groups  tend  to  be  small.  Four  percent  of  all  groups  have  three  or  four 
physicians,  but  represent  13%  of  physicians  in  group  practices.  Groups  with  100  or  more 
physicians  represent  only  about  .1%  of  practices,  but  62,350  of  physicians  in  group  practice  and 
18%  of  the  total  number  of  physicians.  Solo  practices  account  for  80%  of  the  practices,  but  only 
39%  of  the  total  number  of  physicians.  Identifying  two-person  practices  before  sampling  is  not 
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possible,  since  the  AMA  data  only  identify  individual  physicians  in  two-physician  practices,  and 
not  the  actual  practices. 
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Table  B.1.2 

Distribution  of  Physician  Practices  by  Group  Size 


Group  Size 

Number  of 
Practices 

%  of  Practices 

Number  of 
Physicians 

%  of 

Physicians 

1 

-m     A    /-V  mm)  y-l  mm, 

138797 

.803 

138797 

.391 

2 

17983 

.104 

35966 

.101 

3 

3800 

.022 

11400 

.032 

4 

3549 

.020 

14196 

.040 

5-6 

3828 

.022 

20623 

r\rCi 

.058 

7-9 

2020 

.Oil 

1  f  ^  A  A 

15644 

C\  A  A 

.044 

10-15 

1  o  c  o 

1358 

.008 

16143 

f\  A  C 

.045 

16-75 

71 1 

005 

17983 

037 

26-49 

431 

.003 

14737 

.041 

50-75 

123 

.001 

7445 

.021 

76-99 

55 

.000 

4677 

.013 

>  =100 

172 

.001 

62350 

.176 

Total 

172827 

100.0 

354961 

100.0 

The  number  of  individual  practices  in  the  non-physician  specialties  is  included  in  Table  B.1.3. 
These  data  are  based  on  information  provided  by  each  of  the  four  specialty  societies.  The  four 
non-physician  groups  will  be  treated  as  separate  strata  and  samples  drawn  from  each.  One 
difference  will  be  that  practice  size  must  be  dropped  from  the  stratification  for  non-physicians, 
since  the  membership  lists  only  contain  information  on  individual  practitioners,  not  practices. 
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Table  B.1.3 

Number  of  Providers  in  the  Non-Physician  Specialties 


Number  of  Providers 
in  Universe 

Number  of  Providers 
on  Sampling  Frame 

Percent  of  Total 

Podiatrists 

13,800 

10,000 

72% 

Optometrists 

27,300 

20,500 

75% 

Physical  Therapists 

85,000 

66,000 

78% 

Clinical 
Psychologists 

46,600 

35,000 

75% 

In  summary,  we  anticipate  a  sample  size  of  5,000  physician  practices  and  840  non-physician 
practices.  Table  B.1.4  provides  a  breakdown  of  the  number  of  physician  and  non-physician 
practices  that  will  be  sampled.  This  table  also  provides  the  estimated  number  of  practices  that 
will  be  eligible  to  complete  the  survey  and  the  estimated  number  of  completed  cases  for  each 
group.  We  anticipate  that  the  average  eligibility  rate  across  all  the  subsamples  (medical  group 
practices,  two-provider  partnerships,  and  individual  practitioners)  will  be  about  85%,  leaving 
an  eligible  sample  size  of  approximately  5,000.  The  response  rate  across  all  subsamples  is 
expected  to  be  around  70%  for  a  sample  of  approximately  3,500  completed  cases. 
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Table  B.1.4 

Number  of  Physician  and  Non-Physician  Practices  Sampled 


Sample  Type 

Number  of 
Practices  in 
Sample 

Number  of  Practices 
Eligible  for 
Participation 

Number  of 
Completed 
Cases 

Response 
Rate 

Physician  Sample: 

Total  Physician 
Practices 

5,000 

4,300 

3,000 

70% 

Solo  Practices 

1,534 

1,320 

920 

70% 

Two-Physician 
Practices 

785 

675 

470 

70% 

3-4  Physician 
Practices 

660 

570 

395 

70% 

5-9  Physician 
Practices 

796 

685 

480 

70% 

10-49  Physician 
Practices 

875 

750 

525 

70% 

50+  Physician 
Practices 

350 

300 

210 

70% 

Non-Physician  Sample: 

Podiatrists 

235 

200 

140 

70% 

Optometrists 

235 

200 

140 

70% 

Physical  Therapists 

185 

160 

110 

70% 

Clinical 
Psychologists 

185 

160 

110 

70% 

TOTAL  SAMPLE 

5,840 

5,020 

3,500 

70% 
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B.2         Information  Collection  Procedures 
Stratification 

There  are  two  primary  reasons  for  incorporating  stratification  into  the  design  for  this  survey. 
First,  stratification  will  ensure  that  the  full  spectrum  of  practices  is  represented  in  the  sample. 
If  the  study  relied  instead  on  an  unstratified  design  (a  simple  random  sample),  all  practices  would 
have  the  same  selection  probability.  By  chance,  this  could  result  in  a  sample  that  omits  certain 
groups  of  physicians  that  should  be  included  in  the  study.  Relatively  rare  but  substantively 
interesting  practices  —  such  as  large  groups,  rural  practices,  and  some  specialty  practices  -- 
would  very  likely  be  missing  from  the  sample  and  the  subsequent  analyses.  Stratification  assures 
that  such  practices  will  be  represented  in  the  analysis  data  sets  with  appropriate  sample  weights 
to  compensate  for  unequal  probabilities  of  selection. 

The  second  purpose  for  stratification  is  to  increase  the  precision  of  the  estimates  as  compared 
with  a  simple  random  sample.  Stratification  creates  categories  of  practices  that  are  homogeneous 
with  respect  to  characteristics  of  interest.  Since  the  categories  are  homogeneous,  they  may  be 
represented  in  the  sample  by  a  relatively  few  practices.  Compared  with  a  simple  random  sample 
design,  this  feature  of  stratification  enhances  the  efficiency  of  the  sample  design  both  within 
strata  and  for  the  entire  sample,  because  we  can  be  more  confident  that  practices  represent  the 
categories  from  which  they  were  selected. 

In  this  survey,  the  characteristics  of  interest  are  the  various  indirect  costs  associated  with  the 
provision  of  health  services.  In  order  to  construct  the  practice  categories,  or  strata,  that  are 
homogeneous  with  respect  to  these  costs,  we  have  identified  four  variables  expected  to  be 
correlated  with  varying  levels  of  practice  expenses. 

Two  variables  thought  to  have  the  largest  impact  on  service-specific  indirect  cost  are  practice 
size  and  service-mix.  Therefore,  stratifying  practices  by  size  and  service-mix  is  important.  Size 
of  practice,  indicated  by  number  of  providers,  is  a  straightforward  measure  and  available  from 
the  AMA's  data  resources.  However,  overall  service-mix  (Medicare  plus  other  payers)  at  the 
practice  level  (as  opposed  to  the  provider  level)  is  not  known  before  sampling.  For  this  reason, 
the  specialty  composition  of  the  practice,  which  is  available,  will  be  used  as  a  proxy.  In  addition 
to  these  variables,  it  is  also  important  that  the  sample  has  regional  representation  to  ensure  that 
regional  differences,  if  any,  are  reflected  in  the  sample.  Finally,  urbanicity  may  affect  practice 
expense  structures. 

For  purposes  of  sample  selection,  a  stratum  is  defined  by  categories  of  these  four  variables. 
Although  the  cross-classification  of  the  different  categories  of  these  variables  produces  a  large 
number  of  strata,  not  all  the  strata  are  expected  to  contain  practices  and  some  will  be  collapsed. 
It  is  important  to  note  that  too  many  strata  may  lead  to  smaller  sample  sizes  within  strata  or  force 
us  to  survey  a  larger  sample  size  than  the  one  targeted.  This  happens  when  a  targeted  sample 
is  allocated  to  strata.  The  resulting  sample  size  in  some  strata  may  be  zero. 
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In  this  case,  we  would  have  to  take  a  minimum  sample  size,  causing  the  actual  realized  sample 
size  to  be  bigger  than  the  targeted  sample  size.  Analyses  supporting  the  number  of  strata  now 
planned  for  the  project  are  summarized  below. 

Initial  plans  called  for  the  ten  census  regions/divisions  used  by  the  U.S.  Bureau  of  Census  as  a 
stratification  scheme.  However,  when  the  number  of  practices  was  examined  within  each  of 
these  regions  (provided  from  the  AM  A  data),  some  regions  had  too  few  practices  to  merit  their 
own  region.  This  analysis  suggested  collapsing  some  regions  together  to  form  a  more  balanced 
stratification  scheme.  Table  B.2.1  shows  the  distribution  of  physician  practices  within  the 
collapsed  Census  Divisions.  Abt  will  use  seven  divisions:  New  England,  Middle  Atlantic,  North 
Central,  South  East,  West  South  Central,  Mountain  and  Pacific  to  draw  a  random  sample  of 
practices  from  the  50  States  and  the  District  of  Columbia. 

Table  B.2.1 

Frequency  of  Physician  Practices  by  Census  Division 

Census  Cumulative  Cumulative 

Division  Frequency      Percent      Frequency  Percent 


Outside  of  US 

2020 

1 , 

.  2 

2020 

1 

,  2 

New  England 

10262 

5  , 

.  9 

12282 

7  . 

.  1 

Middle  Atlantic 

31828 

18  . 

.4 

44110 

25 

.  5 

North  Central 

32865 

19  . 

,  0 

76975 

44  . 

.  5 

South  East 

39391 

22  . 

,  8 

116366 

67  . 

.  3 

West  South  Central 

17197 

9  . 

,  9 

133563 

77  , 

.2 

Mountain 

9226 

5  . 

,  3 

142789 

82 

.6 

Pacific 

30169 

17  . 

,4 

172958 

100  , 

,  0 

There  are  only  two  categories  of  stratification  to  determine  urbanicity:  rural  and  urban.  Table 
B.2.2  presents  a  distribution  of  the  number  of  physician  practices  within  the  two  levels  of 
urbanicity. 

Table  B.2.2 

Frequency  of  Physician  Practices  by  Urbanicity 

Cumulative  Cumulative 
Urbanicity  Frequency      Percent  Frequency  Percent 


Rural  25065  14.5  25065  14.5 

Urban  145933  84.4  170998  98.9 

Missing  1960  1.1  172958  100.0 

The  size  of  a  practice  is  defined  as  the  number  of  physicians  in  that  practice.  Six  size  categories 
are  used.  These  categories  were  determined  based  on  a  combination  of  the  results  obtained  using 
the  cumulative  square  root  of  the  frequency  rule  and  input  from  the  members  of  the  Technical 
Expert  Group  set  up  for  this  project.    The  categories  defined  in  terms  of  the  number  of 
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physicians  are  1,  2,  3-4,  5-9,  10-49,  50  or  more.  Table  B.2.3  provides  a  frequency  distribution 
of  the  number  of  physician  practices  within  each  of  these  six  categories. 


Table  B.2.3 

Frequency  of  Physician  Practices  by  Number  of  Physicians 

Number  of  Cumulative  Cumulative 

Physicians       Frequency      Percent       Frequency  Percent 


1  138797  80 

2  17983  10 
3-4  7349  4 
5-9  5848  3 
10-49  2500  1 
50+  350  0 
Missing  131  0 


2  138797  80.2 

4  156780  90.6 

2  164129  94.9 

4  169977  98.3 

4  172477  99.7 

2  172827  99.9 

1  172958  100.0 


For  purposes  of  stratification  using  the  specialty  variable,  the  25  single-specialty  category  system 
used  by  the  AM  A  in  their  Census  of  Medical  Groups  is  adopted.  For  stratifying  practices  that 
have  multi-  specialties,  the  following  procedure  is  adopted.  First  specialties  have  been  grouped 
into  four  basic  categories  (General  Practice,  Medical  Specialty,  Surgical  Specialty,  and  Other 
Specialty).  From  this,  15  categories  are  derived  using  all  possible  combinations  of  these  four 
basic  groups.  Multi-specialty  practices  are  then  assigned  to  one  of  these  groups  depending  on 
whether  a  practice  has  specialties  belonging  either  to  just  one  group  or  more  than  one  group. 
For  example,  a  multi-specialty  practice  could  have  specialties  belonging  to  three  of  these  groups. 

We  considered  adopting  this  scheme  to  stratify  by  specialty.  However,  when  the  number  of 
practices  was  examined  within  each  of  these  specialty  groups,  some  specialties  had  too  few 
practices  to  merit  their  own  category.  Because  of  this  analysis,  Abt  decided  to  collapse  some 
specialty  groups  together  to  form  a  more  balanced  stratification  scheme.  The  single  specialty 
category  was  collapsed  from  25  to  24  categories,  while  the  15  multi-specialty  categories  was 
reduced  to  9  categories.  This  leaves  a  stratification  scheme  with  a  total  of  33  categories.  Table 
B.2.4  shows  the  distribution  of  physician  practices  within  these  33  specialty  categories. 
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Table  B.2.4 

Frequency  of  Physician  Practices  by  Specialty  Category 

Cumulative  Cumulative 
Specialty  Frequency  Percent  Frequency  Percent 


Al  1 eircj*y 

1680 

1 , 

,  0 

1680 

1 , 

.  0 

An^Qt-}")^^  i  o  1  ncrv 

ruic  ij  Li x'zz  o  -1-  w _i_  y 

6621 

3 

.  8 

8300 

4 

.  8 

Cardiovascular  Diseases 

4736 

2 

.  7 

13036 

7 

.  5 

T) (=>  T~m 3  1~  0 1  OCTV 

J_>           IL  Id  L.  \_/  J-  \J  M  V 

4143 

2 

.  4 

17180 

9 

.  9 

Diagnostic  Radiology 

1613 

0 

.  9 

18793 

10 

.  9 

Emergency  Medicine 

2566 

1 

.  5 

21359 

12 

.3 

Gastroenterology 

2648 

1 

.  5 

24007 

13 

.  9 

General /Family  Practice 

29553 

17 

.  1 

53559 

31 

.  0 

General  Surgery 

12556 

7 

.  3 

66115 

38 

.2 

Internal  Medicine 

243923 

14 

.  1 

90508 

52 

.  3 

Neurological  Surgery 

1461 

0 

.  8 

91968 

53 

.2 

Neurology 

2592 

1 

.  5 

94560 

54 

.  7 

Obstetrics /Gynecology 

12626 

7 

.  3 

107185 

62 

.  0 

Ophthalmology 

8104 

4 

.  7 

115290 

66 

.  7 

Orthopedic  Surgery 

7079 

4 

.  1 

122369 

70 

.  8 

Otolaryngology 

3750 

2 

.  2 

126119 

72 

.  9 

Patholocrv 

1948 

1 

.  l 

128067 

74  . 

.  0 

Pediatrics 

9436 

5  . 

,  5 

137503 

79  , 

.  5 

Plastic  Surgery 

2725 

1 , 

.  6 

140228 

81 . 

,  1 

Psychiatry 

12609 

7  . 

.  3 

152837 

88  . 

4 

Pulmonary  Diseases 

1584 

0. 

.  9 

154421 

89  . 

3 

Radiology 

2379 

1 , 

.4 

156800 

90  , 

,  7 

Urological  Surgery 

3730 

2  , 

.2 

160530 

92  , 

8 

Other  Specialties 

8876 

5  . 

.  1 

169406 

97  . 

.  9 

Only  Primary  Care 

299 

0  , 

.  2 

169705 

98  , 

.  1 

Primary  Care  and  Medical 

301 

0  , 

.  2 

170005 

98  , 

.3 

Primary  Care  and  Surgical 

403 

0  , 

.2 

170409 

98  . 

,  5 

Medical/Surgical  Only 

156 

0  . 

,  1 

170564 

98  . 

6 

Primary  Care,   Med  &  Surg 

184 

0  . 

.  1 

170748 

98  . 

7 

Medical/Surgical/PC  &  RAPs 

413 

0  , 

.  2 

171162 

99  . 

0 

Full  Scope 

413 

0 

.2 

171574 

99  . 

,2 

Only  RAPs 

129 

0 

.  1 

171704 

99  . 

.  3 

Missing  Specialty  Info 

1254 

0 

,  7 

172957 

100  . 

0 

In  summary,  there  are  six  Size  categories,  seven  Region  categories,  33  Specialty  categories  and 
two  categories  for  Rural/Urban.  A  stratum  for  the  purpose  of  sampling  is  defined  as  the  cross 
classification  of  Size  x  Region  x  Specialty  x  Rural/Urban. 

Each  of  the  non-physician  groups  will  be  considered  a  specialty.  Other  stratification  variables  are 
census  region  and  urbanicity.  Since  the  membership  lists  from  the  non-physician  societies  only 
contain  individual  membership  records,  practice  size  cannot  be  used  for  stratification.  This  is  not 
a  large  problem  in  that  many  of  these  professionals  are  believed  to  be  in  solo  practice.  The  key 
characteristic  of  interest  is  the  service-level  indirect  cost.  The  sample  allocation  and  selection  will 
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be  similar  to  the  one  suggested  for  sampling  physician  practices  (except  for  the  size  allocation). 
Non-solo  practices  will  be  identified  after  sampling,  and  the  practice  expense  measurement  will 
be  done  at  the  practice  level. 

Sample  Selection 

For  the  survey  of  physician  practices,  the  total  sample  of  5000  practices  will  be  allocated  to  each 
size  group  in  proportion  to  a  measure  of  size  obtained  by  multiplying  the  number  of  practices  in 
each  group  by  the  average  number  of  physicians  in  that  group  raised  to  the  power  of  2/3 .  This 
allocation  uses  both  the  number  of  practices  in  each  group  and  the  average  number  of  physicians 
in  each  group.  An  allocation  purely  in  proportion  to  either  the  total  number  of  practices  or  to  the 
total  number  of  physicians  in  each  group  would  lead  to  distorted  allocations.  In  one  case,  it  leads 
to  many  solo  practices  in  the  sample  and  in  the  other  case  leads  to  a  census  of  large  practices. 
Both  are  undesirable  from  the  point  of  view  of  the  efficiency  of  the  estimates.  The  adjustment  of 
2/3  power  is  a  compromise  between  these  two  imbalances. 

The  number  of  practices  to  be  sampled  from  each  size  group  is  then  allocated  to  Region  x 
Specialty  x  Rural/Urban  in  proportion  to  the  total  number  of  practices  in  that  stratum. 

The  designated  number  of  units  to  be  sampled  from  a  stratum  is  then  selected  from  the  population 
of  practices  in  that  stratum  using  simple  random  sampling.  Every  practice  in  that  stratum  has  the 
same  chance  of  being  included  in  the  sample. 

The  total  sample  for  the  four  non-physician  groups  has  been  determined  to  be  840.  The  relatively 
small  sample  size  as  compared  to  the  physician  sample  is  a  result  of  only  two  stratification 
variables.  Therefore,  the  sample  does  not  need  to  be  as  large  as  the  physician  sample  in  order  to 
provide  the  same  level  of  precision  and  reliability.  This  is  allocated  to  the  four  groups  as  follows. 
Podiatrists  and  Physical  Therapists  offer  a  broader  range  of  services  than  Optometrists  and 
Psychologists  so  more  cases  have  been  allocated  to  these  professions. 

Podiatrists:  235 

Physical  Therapists:  185 

Optometrists:  235 

Psychologists:  185 

The  sample  for  each  group  is  then  allocated  to  each  Region  x  Rural/Urban  stratum  in  proportion 
to  the  number  of  professionals  in  that  stratum.  Again,  a  simple  random  sample  is  selected. 

Estimation  Procedures 
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While  it  is  true  that  the  sampling  unit  is  the  practice  level,  the  unit  of  analysis  used  to  derive  a 
relative  value  scale  will  be  the  CPT  code.  The  analytic  objective  is  to  develop  an  estimate  of  the 
average  indirect  costs  per  medical  service  (i.e.,  CPT  code)  across  all  sampled  practices. 

Estimates  of  indirect  costs  at  the  CPT  code  level  will  be  obtained  first  at  the  stratum  level.  These 
estimates  will  be  the  basic  building  blocks  to  obtain  estimates  at  higher  levels.  The  estimate  of 
interest  is  the  average  indirect  cost  for  a  specific  procedure,  the  average  taken  over  practices  in 
the  sample  performing  that  procedure  (see  Attachment  E  for  a  more  explicit  discussion  of  the 
estimation  plan).  This  estimate  for  a  stratum  is  obtained  by  taking  the  ratio  of  an  unbiased 
estimate  of  the  total  indirect  cost  for  a  specific  procedure  in  the  stratum  to  the  estimated  total 
number  of  practices  in  that  stratum  offering  that  procedure.  The  estimate  is  obtained  by  taking 
the  ratio  of  two  unbiased  estimates.  Two  types  of  averages  are  possible.  One  average  ignores  the 
number  of  times  a  procedure  is  performed  during  the  year  and  takes  an  average  value  for  each 
practice  for  each  procedure.  The  other  average  takes  into  account  the  number  of  times  a 
procedure  is  done.  In  this  case,  the  total  cost  in  the  numerator  reflects  the  total  over  all  practices 
including  the  number  of  times  a  procedure  is  performed.  In  the  denominator  the  total  estimated 
number  of  times  a  procedure  is  performed  in  that  stratum  is  used.  Both  estimates  are  ratio 
estimates. 

Estimates  at  higher  levels  are  obtained  by  taking  the  estimated  totals  of  both  the  numerator  and 
the  denominator  at  that  level.  These  are  obtained  by  aggregating  stratum  level  estimates  of  the 
numerator  and  the  denominator.  The  stratum  estimate  is  obtained  by  using  the  basic  sampling 
weight  described  earlier  and  any  adjustment  done  to  that  weight  due  to  nonresponse. 

Two  methods  of  variance  estimation  are  most  common.  One  is  the  Taylor  Series  Linearization 
method.  Abt  Associates  has  frequently  used  the  SUDAAN  computer  software,  which  uses  this 
method.  Abt  has  the  latest  version  of  the  SUDAAN  computer  software,  Release  6.34.  This  is 
one  of  the  methods  for  estimating  the  variance  of  a  non-linear  estimator.  In  this  method  the  non- 
linear estimator  is  first  approximated  by  a  linear  estimator  using  Taylor  Series  approximation.  The 
variance  of  this  linear  approximation  is  then  estimated  using  standard  variance  estimation  methods 
which  are  available  for  linear  estimators. 

The  other  method  is  the  balanced  repeated  replication  (BRR)  method.  Balanced  repeated 
replication  method  is  one  of  the  replication  methods  in  which  the  total  sample  is  drawn  in  the  form 
of  subsamples,  each  subsample  or  replicate  providing  an  estimate  of  the  parameter  of  interest. 
The  variability  among  the  replicate  estimates  gives  a  measure  of  the  variance  of  the  overall  sample 
estimator.  The  overall  estimator  is  taken  as  the  average  of  the  replicate  estimators.  The  method 
of  BRR  is  most  applicable  when  there  are  a  large  number  of  strata  and  there  are  two  units  selected 
from  each  stratum.  A  sample  consisting  of  only  one  unit  from  each  stratum  is  called  a  half-sample. 
If  there  are  L  strata  and  2  units  are  selected  from  each  stratum,  then  there  are  2L  half-samples. 
The  basic  idea  of  the  balanced  half-sample  technique  is  to  select  a  set  of  half-samples  from  the  set 
of  all  half-samples  and  then  compute  an  estimate  of  the  parameter  from  each  selected  half-sample 
and  then  use  these  values  to  estimate  the  variance.  Abt  has  the  WESVAR  BRR  program  available 
that  uses  this  method,  and  we  have  also  used  this  program  for  many  other  surveys. 
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Abt  recommends  the  use  of  the  WESVAR  BRR  program  for  this  survey.  Although  the  SUDAAN 
program  can  provide  variances  for  a  wide  range  of  estimators,  we  expect  that  there  are  estimators 
that  will  be  used  in  the  analysis  of  this  survey  that  are  not  built  into  the  SUDAAN  program. 
Although  this  does  not  preclude  use  of  SUDAAN  for  such  estimates,  it  uses  the  program  complex. 
This  could  prove  particularly  disadvantageous  for  data  users  outside  of  Abt  Associates  who  may 
not  have  experience  with  the  SUDAAN  program.  With  the  WESVAR  BRR  program,  any 
estimator  is  simply  formed  for  each  of  the  defined  replicates  as  well  as  for  the  sample  as  a  whole. 
The  variance  calculation  formula  based  on  replicate  estimates  is  then  extremely  simple,  and  is  the 
same  regardless  of  the  type  of  estimator. 

A  similar  estimation  procedure  is  used  to  estimate  the  indirect  cost  per  procedure  based  on  a 
sample  of  non-physicians. 

A  combined  overall  cost  estimate  for  a  specific  procedure,  if  it  is  done  both  by  physician  practices 
and  non-physicians,  is  obtained  by  taking  the  weighted  average  of  the  two  cost  estimates  where 
weight  is  a  function  of  both  the  sampling  weight  and  the  number  of  times  a  procedure  is 
performed  during  the  year. 

Degree  of  Accuracy 

Accuracy  of  the  estimates  is  a  function  of  both  sampling  and  nonsampling  errors.  Sampling  error 
arises  on  account  of  basing  the  results  only  on  a  sample  and  not  on  the  entire  universe.  Standard 
errors  computed  above  are  an  indication  of  the  sampling  error  which  is  dependent  on  the  sample 
size  and  the  variability  of  the  characteristic  of  interest  in  the  population.  Nonsampling  errors  arise 
because  of  total  or  partial  nonresponse,  inability  on  the  part  of  the  respondents  to  provide  correct 
information,  mistakes  in  recording  or  keying  data,  errors  of  collection  and  processing  and 
coverage  problems.  Estimating  the  magnitude  of  nonsampling  errors  would  require  special  studies 
or  access  to  independent  data  and  consequently  is  difficult  to  measure.  But  every  effort  is  made 
to  keep  these  errors  to  a  minimum  by  reducing  nonresponse  and  also  a  careful  design  of  the 
questionnaire  and  having  quality  control  of  the  processing  operations. 

The  standard  error  is  the  most  commonly  used  measure  of  the  sampling  error  of  an  estimate. 
For  convenience,  the  standard  error  is  sometimes  expressed  as  a  percent  of  the  estimate  and  is 
called  the  relative  standard  error  or  coefficient  of  variation  (c.v.).  For  example,  if  the  estimate 
of  the  indirect  cost  of  a  procedure  is  say  50  dollars  and  the  standard  error  of  the  estimate  is  3 
dollars,  then  the  coefficient  of  variation  of  the  estimate  is  6  percent. 

If  the  indirect  cost  estimate  for  a  specific  procedure  is  obtained  by  averaging  over  100  practices, 
then  this  estimate  will  have  a  coefficient  of  variation  of  5  percent  assuming  that  the  relative 
standard  deviation  of  indirect  cost  for  the  procedure  in  the  population  is  around  50%.  If  an 
estimate  has  a  c.v.  of  5%  then  we  can  say  with  95%  confidence  that  the  estimate  is  within  10% 
of  the  value  that  we  would  get  with  a  complete  enumeration  of  all  practices  in  the  population 
performing  that  procedure.  Again,  it  is  assumed  that  the  sample  of  size  100  was  selected  in  the 
form  of  a  simple  random  sample. 
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If  the  sample  of  100  units  is  drawn  after  stratification,  the  precision  of  the  estimate  will  be  even 
better,  because  generally,  estimates  obtained  from  stratified  samples  will  have  better  precision  than 
the  estimates  based  on  the  same  size  simple  random  sample.  With  a  sample  of  400  the  estimate 
will  be  within  5%  of  the  true  value  with  95%  confidence. 

Assuming  a  simple  random  sample  of  practices,  the  relative  standard  error  of  a  cost  estimate  can 
be  found  using  the  following  formula. 


c.v.iy*)  =  (l/vk)C 

where  y*  is  the  average  indirect  cost  and  C  is  the  relative  standard  error  of  indirect  cost  in  the 
population.  From  this  it  is  easily  seen  that  the  larger  the  sample  size,  the  smaller  the  relative 
standard  error  or  the  coefficient  of  variation  of  the  estimate. 

For  fairly  common  procedures  the  estimates  are  quite  precise  with  coefficients  of  variation  around 
2.5%  and  4%  What  this  means  is  as  follows.  If  the  estimate  of  the  cost  of  a  procedure  is  say  50 
dollars,  then  assuming  a  coefficient  of  variation  of  3  % ,  the  standard  error  of  the  estimate  will  be 
1.5  dollars  which  is  3%  of  50.  We  have  95%  confidence  that  the  unknown  true  value  is  contained 
in  the  interval  47  to  50  dollars. 

If  the  sample  size  is  less  than  100  say  50,  then  the  coefficient  of  variation  will  be  around  8  to  10 
%  which  is  still  fairly  reliable.  That  is,  the  standard  error  of  the  estimate  of  say  50  dollars  will 
be  5  dollars  assuming  a  coefficient  of  variation  of  10%.  Then  the  95%  confidence  interval  is  40 
to  60  dollars.  We  still  have  95%  confidence  but  the  interval  is  bigger  because  of  lower  reliability. 
If  estimates  of  indirect  costs  are  based  on  a  small  number  of  practices  say  10,  the  relative  standard 
errors  will  be  16%.  This  means  that  the  estimate  will  be  within  32%  of  the  true  value  with  95% 
confidence  or  the  95%  interval  will  be  34  to  66  dollars.  This  estimate  is  fairly  imprecise. 
In  general,  smaller  the  sample  size  the  larger  the  interval  or  lower  the  level  of  confidence  in  the 
estimate. 

The  presence  of  practices  in  a  stratum  which  do  not  perform  a  specific  procedure  should  not  affect 
the  reliability  of  the  estimates  as  we  are  estimating  averages  and  not  totals.  Averages  are  based 
only  practices  performing  the  procedures. 
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Unusual  Problems  Requiring  Specialized  Sampling  Procedures 

No  unusual  problems  regarding  the  potential  respondent  universe  would  require  any  special  or 
non-standard  sampling  procedures. 

Use  of  Periodic  Data 

As  mentioned  above,  there  are  no  current  data  available  that  can  be  used  to  implement  a  resource- 
based  practice  expense  payment.  Such  data  are  currently  unavailable  from  existing  HCFA 
administrative  files  or  other  research  data  sets. 


B.3         Methods  to  Maximize  Response  Rates 

The  Survey  of  Practice  Costs  (see  Attachment  F)  was  designed  based  on  material  included  in  the 
initial  HCFA  RFP,  questionnaires  Abt  Associates  has  used  in  previous  studies  of  practice  costs, 
the  experience  of  Abt  staff  in  conducting  surveys  of  medical  practice,  and  input  from  HCFA,  TEG 
members,  and  many  medical  specialty  associations.  In  developing  the  survey,  a  balance  was  kept 
between  maximizing  the  suggestions  and  requests  from  all  the  sources  listed  above  and  also 
ensuring  that  the  questions  capture  all  of  the  necessary  data  elements  while  still  minimizing 
burden.  This  becomes  especially  important  in  light  of  the  overall  response  rate  of  70%  that  we 
are  striving  to  achieve.  Abt  believes  that  this  objective  has  been  accomplished  with  the  current 
version  of  the  survey. 

Abt  anticipates  the  total  number  of  physician  and  non-physician  practices  to  be  5,000  once  the 
ineligible  practices  are  identified  and  removed  from  the  original  sample.  There  are  inherent 
problems  in  any  self-administered  survey  that  may  lead  to  artificially  low  response  rates  which  can 
interject  a  high  degree  of  bias  into  the  results  of  the  survey,  depending  upon  the  level  of  the 
response  rate.  Obviously,  the  higher  the  response  rate,  the  less  of  a  concern  there  is  that  the 
results  are  biased  (assuming  that  the  sample  is  randomly  drawn).  Self-administered  surveys 
generally  suffer  from  much  lower  response  rates  (which  can  range  from  lows  of  30-35  %  to  highs 
of  60-65%)  than  other  forms  of  administration  such  as  telephone  interviews  (which  typically  reach 
highs  of  70-80%)  or  in-person  interviews  (which  typically  reach  highs  of  80-90%). 

However,  due  to  the  nature  of  the  information  obtained  from  the  survey,  it  is  necessary  that  the 
survey  be  self-administered.  Nonetheless,  our  aim  to  is  to  obtain  an  overall  response  rate  of  70% 
of  the  eligible  cases,  which  would  yield  approximately  3,500  completed  surveys  from  the 
physician  and  non-physician  practices.  This  objective  is  important  if  we  are  to  maintain  the 
accuracy  of  the  results  that  are  obtained. 

If  the  survey  is  perceived  by  respondents  as  being  worth  their  time  and  effort  to  complete,  and  if 
the  survey  administration  procedures  allow  the  respondent  to  respond  with  as  little  burden  to  them 
as  possible,  then  it  is  likely  that  the  response  rates  will  be  reasonably  high. 
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Thus,  one  strategy  in  trying  to  increase  cooperation  will  be  to  emphasize  the  importance  of  the 
study  to  the  respondents.  In  addition,  the  follow-up  procedures  (i.e.,  phone  prompts,  refusal 
conversion  techniques  etc.)  used  to  identify  potential  non-respondents  and  gain  their  cooperation 
will  also  play  an  important  role  in  maximizing  the  overall  response  rate.  Thus,  the  methods 
employed  in  the  survey  administration,  fielding  the  survey  and  using  telephone  follow-ups  all 
contribute  to  maximizing  response  rates. 

Survey  Administration 

The  target  population  for  the  survey  is  office-based  medical  practices  in  the  United  States.  In 
some  instances,  the  practice  will  be  represented  by  a  sole  physician  proprietor  or  two  physicians 
practicing  in  a  partnership;  in  many  other  cases,  the  practice  will  consist  of  a  group  of  physicians 
that  may  be  owned  by  the  physicians  themselves  or  by  a  corporation.  Our  procedures  are 
designed  to  identify  the  staff  in  the  practice  who  have  ready  access  to  information  on  practice  costs 
and  service-mix.  In  small  practices,  this  may  be  a  physician;  in  larger  groups,  the  survey  tasks 
may  require  several  individuals,  for  example,  staff  in  the  accounting  and  billing  departments  of 
the  practice. 

A  sample  of  approximately  5,000  group  and  solo  physician  practices,  and  840  non-physician 
practices  (podiatrists,  optometrists,  clinical  psychologists,  and  physical  therapists)  will  be  selected 
for  participation  in  the  Survey  of  Practice  Costs.  Our  initial  contact  with  the  practice  will  be  a 
letter  mailed  to  the  practice  administrator.  The  letter  will  contain  endorsements  from  the  relevant 
professional  associations,  including  the  MGMA,  the  AM  A,  medical  specialty  societies,  and  the 
professional  associations  of  the  non-physician  providers.  Included  with  this  letter  will  be  a  fax 
form  to  be  sent  back  to  Abt  which  includes  the  name/address/fax/phone  number  of  the  person  who 
is  assigned  at  the  practice  to  be  responsible  for  completion. 

The  letter  will  be  followed  by  a  telephone  call  that  will  determine  eligibility,  identify  the 
appropriate  point  of  contact  for  the  survey,  and  identify  potential  nonrespondents  so  that  the 
concerns  of  the  respondents  can  be  addressed  early  in  the  survey  process. 

The  third  step  will  be  to  mail  the  self-administered  questionnaire  to  eligible  practices.  Based  upon 
previous  studies  with  physician  populations,  it  is  anticipated  that  approximately  5,000  of  the 
practices  will  be  eligible  to  receive  a  questionnaire.  We  will  strive  to  achieve  a  completion  rate 
of  70%  of  eligible  practices,  which  would  yield  an  estimated  3,500  completed  cases. 

Fielding  the  Survey 

We  expect  that  contacting  the  sample  by  mail  and  by  telephone,  before  the  questionnaires  are 
mailed,  will  help  to  prepare  respondents  in  a  way  that  will  enhance  their  receptivity  to  the  survey 
goals,  maximize  their  cooperation  and  response  rates,  ensure  data  quality,  and  minimize  survey 
costs.  Also,  these  procedures  will  identify  any  incorrect  addresses  and  phone  numbers  in  the  data 
base. 
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If  an  address  is  no  longer  valid,  the  US  Postal  Service  will  notify  Abt  that  the  address  has 
changed,  and  provide  the  new  address,  if  it  is  available.  Intensive  locating  procedures  will  be 
initiated  whenever  Postal  Service  updates  are  not  provided.  Similarly,  if  a  phone  number  has  been 
changed,  the  survey  staff  will  carry  out  locating  procedures,  as  necessary,  to  obtain  current 
information. 

Questionnaire  packets  will  be  mailed  to  an  estimated  5,000  eligible  group  and  solo  practices  in  one 
mass  mailing.  Receipt  of  completed  forms  will  be  recorded  on  a  daily  basis  in  our  Survey 
Management  System  database.  Each  practice  that  has  not  returned  a  questionnaire  by  the  end  of 
a  specified  period  will  be  contacted  either  by  mail  or  by  telephone. 

In  order  to  assist  the  practices  in  compiling  and  understanding  the  content  of  the  data  requested, 
a  toll-free  number  will  be  established  which  will  connect  the  practice  with  a  qualified  Abt  Survey 
Coordinator  who  will  be  available  to  answer  questions.  The  survey  coordinator  will  be  introduced 
to  the  study  through  a  comprehensive  training  in  order  fully  to  understand  the  importance  of 
accurate  and  complete  responses,  and  a  high  rate  of  response.  They  will  learn  about  practices, 
how  they  are  organized  and  managed,  and  how  records  are  maintained,  so  they  can  understand 
the  perspective  of  the  people  they  are  interviewing.  The  training  will  also  confer  the  safeguards 
that  Abt  maintains  to  protect  the  confidentiality  of  the  data  the  respondents  provide,  so  that 
interviewers  can  assuage  concerns  about  access  to  data.  Coordinators  will  be  taught  how  to 
identify  the  practice  staff  member  who  maintains  control  of  the  data  and  how  to  work  with  this 
person  to  identify  problems  they  may  have  retrieving  the  data,  understanding  the  questions  on  the 
survey,  and  communicating  the  information  in  a  timely  and  effective  manner.  Practices  will  be 
encouraged  to  photocopy  the  survey  and  keep  a  copy  for  their  records.  This  will  be  helpful  in  the 
event  there  are  questions  on  the  data  provided  requiring  the  survey  coordinator  to  contact  the 
practice  to  provide  clarification. 

Regarding  the  organization  and  accessibility  of  service-mix  data,  practices  can  be  expected  to  fall 
into  the  following  categories: 

1 .  Practices  whose  data  are  computerized  and  data  can  be  transmitted  to  Abt  in  an 
electronic  format. 

a.  Practices  that  deal  with  a  small,  undiversified  number  of  CPT  codes,  and 
can  summarize  them  easily. 

b.  Practices  that  will  devote  an  appreciable  level  of  effort  to  the  task  of 
generating  the  service-mix  data. 

2.  Practices  whose  data  are  computerized  but  data  can  not  be  structured  into  the 
requested  electronic  format. 


3.  Practices  whose  data  are  not  computerized. 
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Experience  in  similar  studies  conducted  by  Abt  indicates  that  few  practices  will  fall  into  category 
l.b.  However,  even  when  access  to  the  data  is  relatively  easy  for  the  practice,  obtaining  the  data 
for  the  study  often  requires  discussions  between  the  researcher  and  the  respondent  to  ensure  that 
the  respondent  understands  what  data  are  needed  and  to  maintain  the  respondent's  motivation.  As 
an  initial  step,  respondents  will  be  encouraged  to  call  the  toll-free  number  with  their  questions  and 
concerns.  If  the  practice  falls  into  category  2,  then  the  alternative  approach  will  be  to  have  the 
practice  transmit  the  data  in  a  modified  format  (Table  2a  and  Table  2b  in  section  III  of  the 
survey).  Practices  whose  service-mix  data  are  not  computerized  will  be  encouraged  to  send  in 
whatever  data  they  can  provide  on  hard-copy. 

The  design  of  the  survey  and  the  instructions  for  survey  participation  are  clearly  and  simply 
worded  with  the  intent  of  encouraging  participation  and  minimizing  confusion.  The  survey  has 
undergone  several  revisions  based  upon  comments  and  suggestions  from  the  specialty  societies  (see 
Attachment  D).  The  content  and  appearance  of  the  package  will  be  designed  to  persuade 
respondents  that  the  survey  is  a  professional  research  effort  about  a  topic  with  considerable  interest 
to  health  care  providers  and  strong  commitment  to  quality  and  accuracy  of  data. 

Surveys  that  rely  on  self-administered  questionnaires  often  mail  postcards  to  respondents  two  or 
three  weeks  after  the  initial  surveys  are  mailed  out  to  thank  those  who  have  completed  the  survey , 
but  more  importantly  to  prompt  nonrespondents  to  send  in  the  survey.  However,  the  experience 
Abt  has  had  in  managing  mail  surveys  involving  the  physician  population  has  shown  that  mailing 
postcards  as  a  prompt  is  ineffective  in  enhancing  response  rates.  In  past  physician  studies,  mailing 
postcards  made  no  difference  in  terms  of  boosting  the  response  rate.  Instead,  we  will  immediately 
contact  them  by  fax  or  phone. 

After  the  initial  mailing  of  questionnaires  during  the  first  week  of  data  collection,  we  estimate  that 
75%  of  the  eligible  sample  will  need  a  second  questionnaire  mailed  to  them.  Similar  studies 
conducted  in  the  past  have  taught  that  if  a  completed  questionnaire  is  not  received  within  two 
weeks  of  the  initial  mailing,  the  instrument  has  probably  been  lost  or  discarded,  or  cannot  be 
retrieved  without  inconvenience. 

In  order  to  achieve  a  total  of  3,500  completed  cases,  we  plan  to  make  phone  calls  to  all  remaining 
nonrespondents  beginning  in  week  five  and  conduct  the  interviews  by  telephone.  Interviews  will 
occur  in  those  cases  where  this  approach  is  the  only  practical  way  to  obtain  participation  in  the 
study.  Other  studies  have  demonstrated  that  physicians  or  practice  administrators  who  are 
reluctant  to  complete  a  self-administered  questionnaire  will  agree  to  a  telephone  interview, 
believing  that  this  provides  both  the  convenience  and  control  they  seek.  Survey  Coordinators  that 
conduct  the  survey  by  telephone  will  record  responses  on  a  questionnaire  so  that  the  survey  can 
be  processed  in  the  same  manner  as  self-administered  forms. 

Interviews  completed  by  telephone  will  be  coded  to  distinguish  them  from  self-administered 
questionnaires  so  that  comparisons  of  method  effect  (telephone  or  self-administered)  can  be  carried 
out  during  the  analysis  of  survey  data. 
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B.4         Test  of  Procedures 

Abt  conducted  a  pretest  of  the  survey  questionnaire  in  August  and  September  of  1995.  Through 
contacts  in  the  medical  community,  selected  practices  were  asked  to  complete  the  questionnaire  and 
provide  service-mix  data.  Respondents  were  then  interviewed  by  telephone  after  returning  the 
completed  survey  to  obtain  their  comments  and  observations  on  the  survey  and  on  the  procedure  of 
providing  service-mix  data.  Seven  practices  completed  the  pilot  instrument.  Table  B.4. 1  shows  the 
response  to  the  pretest  by  type  of  practice. 


Table  B.4.1.  Response  Rates  for  Pretest  by  Type  of  Practice 


Practice  Type 

Completed 

questionnaires 

Solo  Practice 

2 

Small  Group  Practice 

2 

Large  Group  Practice 

1 

Faculty  Practice  Plan 

1 

Non-Physician  Practice 

1 

TOTAL 

7 

During  the  pretest  debriefings  with  practice  staff,  respondents  were  questioned  about  each  section 
of  the  questionnaire  and  asked  to  provide  an  assessment  of  the  clarity  of  the  items  and  how  long  it 
would  take  to  complete  the  section.  Possible  changes  to  the  survey  were  discussed  with  the 
respondents  and  respondents  were  asked  to  estimate  the  reduction  in  time  necessary  to  complete  each 
section  given  certain  changes  to  simplify  the  survey  task.  The  burden  on  respondents  for  the  full- 
scale  study  was  calculated  based  on  these  responses.  Two  estimates  of  burden  are  shown  in  Table 
B  .4. 2.  The  first  estimate  is  a  projection  of  the  response  burden  for  the  pretest  questionnaire.  The 
second  burden  estimate  reflects  the  respondents'  assessment  of  the  reductions  in  time  necessary  to 
complete  the  survey  based  on  modifications  to  the  survey  instrument. 

Estimates  from  the  solo-practice  data  were  used  to  assess  the  burden  for  two-physician  practices 
Estimates  from  the  small  group  practice  was  used  to  calculate  burden  for  the  3-4  physician  practices 
and  the  5-9  physician  practices.  Estimates  from  the  large  group  practice  was  used  to  calculate  burden 
for  the  10-49  physician  practices  and  the  50+  physician  practices.  Estimates  from  the  solo-practice 
data  were  also  used  to  assess  the  burden  for  all  non-physician  practices  (it  is  assumed  that  most  non- 
physician  practices  will  be  solo  practices). 
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Table  B.4.2.  Estimated  Respondent  Burden  in  Full-Scale  Study  by  Type  of  Practice 


Sample  Type 

Number  of 
Practices  in 
Sample 
Completed  Cases 

Estimated  Average 
Respondent  Burden 

Based  Upon 
Pretested  Survey 

Estimated  Average 
Respondent  Burden 
Based  Upon  Revised 
Survey 

Physician  Sample: 

Solo  Practices 

920 

5 

4 

Two-Physician 
Practices 

470 

12 

8 

3-4  Physician 
Practices 

395 

12 

8 

5-9  Physician 
Practices 

480 

15 

11 

10-49  Physician 
Practices 

525 

38 

28 

50+  Physician 
Practices 

211 

40 

30 

Non-Physician  Sample: 

Podiatrists 

140 

8 

6 

Optometrists 

140 

8 

6 

Physical  Therapists 

110 

8 

6 

Clinical  Psychologists 

110 

8 

6 

TOTAL  SAMPLE 

3,500 

.15.58 

11.39 

The  level  of  burden  increases  with  the  size  of  the  practice.  Given  the  distribution  of  the  sample,  the 
weighted  average  estimate  of  time  necessary  to  complete  the  pretest  questionnaire  is  approximately 
16  hours.  There  is  a  great  deal  of  variability  around  this  estimate  depending  on  how  automated  their 
data  systems  are  and  how  easily  the  practice  is  able  to  extract  the  necessary  information. 

Based  upon  pretest  feedback,  the  pretest  questionnaire  was  shortened  so  that  respondent  burden 
will  be  reduced  by  about  25%  (i.e.,  approximately  16  hours  to  approximately  12  hours).  Note 
that  these  modifications  will  significantly  reduce  the  overall  level  of  burden  on  practices— thereby 
increasing  the  overall  response  rate  and  assuring  a  high  quality  of  data  by  producing  less  non- 
response  bias  into  the  results. 
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(617)  621-3843 

K.P.  Srinath,  Ph.D. 
Senior  Sampling  Statistician 
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Gary  Shapiro,  M.A. 
Senior  Sampling  Statistician 
Abt  Associates  Inc. 
(301)  718-3154 
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of  health  facilities  or  other  providers  of  services  which  reflect  the 
scope  of  the  Commission's  responsibilities". 

SEC  109.  AUTHORITY  FOR  BUDGET  NEUTRAL  ADJUSTMENTS  FOR 
CHANGES  IN  PAYMENT  AMOUNTS  FOR  TRANSFER  CASES. 

Section  1886XdX5XI)  (42  US.C.  1395ww(dX5))  is  amended— 

(1)  by  inserting  "(i)"  after  -(I)"-  and 

(2)  by  adding  at  the  end  the  following  new  clause: 

Tii)  In  making  adjustments  under  clause  (i)  for  transfer  cases 
(as  defined  by  the  Secretary)  in  a  fiscal  year,  the  Secretary  may 
make  adjustments  to  each  of  the  average  standardized  amounts 
determined  under  paragraph  (3)  to  assure  that  the  aggregate  pay- 
ments made  under  this  subsection  for  such  fiscal  year  are  not 
greater  or  lesser  than  those  that  would  have  otherwise  been  made 
in  such  fiscal  year.*. 

SEC  110.  CLARIFICATION  OF  DBG  PAYMENT  WINDOW  EXPANSION; 
MISCELLANEOUS  AND  TECHNICAL  CORRECTIONS. 

(a)  Clarification  of  ORG  Payment  Window  Expansion. — 
The  first  sentence  of  section  1886XaX4)  (42  U.S.C.  1395ww(aX4)) 
is  amended  by  inserting  "tor,  in  the  case  of  a  hospital  that  is 
not  a  subsection  (d)  hospital,  during  the  1  day)"  after  "3  days". 

(b)  Technical  Correction  Relating  to  Resident  "Assess- 
ment in  Nursing  Homes.— Section  1819(bX3XCXiXD  (42  U.SX. 
1395i-3(bX3XCXiXD)  is  amended  by  striking  "not  later  than"  before 
•14  days'. 

(c)  Technical  Correction  Relating  to  Applicable  Adjust- 
ment Factor  for  Indirect  Medical  Education  Adjustment. — 
Section  1886(dX5XBXii)  (42  ILS.C.  1395ww<dX5XBXii))  is  amended 
by  striking  "May  1, 1986,"  and  inserting  "October  1, 1988,". 

(d)  Clerical  Corrections.— (1)  Section  l8l4(iXlXCXi)  (42 
tLS.C,  1396f(iXlXCXl))  is  amended  by  striking  "September  30, 
1990,"  and  inserting  "September  30, 1990". 

(2)  Section  1816(fX2XAXu)  (42  U.S.C.  1396hffX2XAXu))  is 
amended  by  striking  "such  agency"  and  inserting  "such  agency's". 

Subtitle  B — Provisions  Relating  to  Part  B 

PART  I— PHYSICIANS'  SERVICES  " 

sec  isl  development  and  implementation  op  resource- 
based  methodology  fob  practice  expenses. 

(a)  Development.— 

(1)  In  general.— The  Secretary  of  Health  and  Human 
Services  shall  develop  a  methodology  for  implementing  in  1998 
a  resource-based  system  for  determining  practice  expense  rel- 
ative value  units  for  each  physicians'  service.  The  methodology 
utilized  shall  recognize  the  staff;  equipment,  and  supplies  used 
in  the  provision  of  various  medical  and  surgical  services  in 
various  settings. 

(2)  Report. — The  Secretary  shall  transmit  a  report  by  June 
30,  1996,  on  the  methodology  developed  under  paragraph  (1) 
to  the  Committees  on  Ways  and  Means  and  Energy  and  Com- 
merce of  the  House  of  Representatives  and  the  Committee 
on  Finance  of  the  Senate.  The  report  shall  include  a  presen- 
tation of  data  utilized  in  developing  the  methodology  and  an 
explanation  of  the  methodology. 
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(b)  Implementation.—  ,t  „ 

(1)  In   general. — Section    !848(cK2XCXii)   (42  J.o.C. 
1395w-4(cX2XCXii))  is  amended— 

(A)  by  inserting  "for  the  service  for  years  before  1998 
before  "equal  to", 

(B)  by  striking  the  period  at  the  end  of  subclause 
(II)  and  inserting  a  comma,  and 

(C)  by  adding  after  and  below  subclause  (II)  the 
following: 

"ana  for  yean  beginning  with  1998  based  on  the  rel- 
ative practice  expense  resources  involved  in  furnishing 
the  service.". 

(2)  Conforming  amendment.— Section  1848(cX3XCXu)  (42 
U.S.C.  1395w-4(cX3XCXii))  is  amended  by  striking  The  prac- 
tice" and  inserting  "For  years  before  1998,  the  practice". 

(3)  Application  of  certain  provisions. — In  implpmpnting 
the  amendment  made  by  paragraph  (IXC),  the  provisions  of 
clauses  (iiXIX)  and  (Mi)  of  section  1848(cX2XB)  of  the  Social 
Security  Act  shall  apply  in  the  same  manner  as  they  apply 
to  adjustments  under  clause  (iiXI)  of  such  section. 

SEC  122.  GEOGRAPHIC  COST  OF  PRACTICE  INDEX  REFINEMENTS. 

(a)  Requiring  Consultation  With  Representatives  of 
Physicians  In  Reviewing  Geographic  Adjustment  Factors,— 
Section  1848(eXlXC)  (42  U.S.C.  1395w-4(eXlXC))  is  amended  by 
striking  "shall  review"  and  inserting  "shall,  in  consultation  with 
appropriate  representatives  of  physicians,  review". 

(b)  Use  of  Most  Recent  data  In  Geographic  Adjustment. — 
Section  1848(e)(1)  (42  U.S.C.  1396w~4(eXl))  is  amended  by  adding 
at  the  end  the  following  new  subparagraph; 

"(D)  Use  of  recent  data.— In  establishing  indices 
'  and  index  values  under  this  paragraph,  the  Secretary  shall 
1   use  the  most  recent  data  available  relating  to  practice 

expenses,  malpractice  expenses,  and  physician  work  effort 

in  different  fee  schedule  areas.". 

(c)  Report  on  Review  Process.— Not  later  than  1  year  after 
the  date  of  the  enactment  of  this  Act,  the  Secretary  of  Health 
and  Human  Services  shall  study  and  reoort  to  the  Committee 
on  Finance  of  the  Senate  and  the  Committee  on  Wave  and  Means 
and  the  Committee  on  Energy  and  Commerce  of  the  Hons*  of 
Representatives  on— 

(1)  the  data  necessary  to  review  and  revise  the  indices 
established  under  section  1848(eXlXA)  of  the  Social  Security 
Act,  including- — 

(A)  the  shares  allocated  to  physicians'  work  effort,  prac- 
tice expenses  (other  than  malpractice  expenses),  ana  mal- 
practice expenses: 

(B)  the  weights  assigned  to  the  input  components  of 
such  sharer,  ana 

(C)  the  index  values  assigned  to  such  components; 

(2)  any  limitations  on  the  availability  of  data  necessary 
to  review  and  rev-je  such  indices  at  least  every  three  yean; 

(3)  ways  of  addressing  such  limitations,  with  particular 
attention  to  the  development  of  alternative  data  sources  for 
input  components  for  which  current  index  values  are  based 
on  data  collected  less  frequently  than  every  three  years;  and 

(4)  the  costs  of  developing  more  accurate  and  timely  data. 
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Attachment  B:         Synthesis  of  the  Medical  Societies'  Comments  on  the  Survey 

This  document  provides  a  summary  of  the  comments  that  we  have  received  from  the  specialty 
societies  regarding  the  study  for  generating  procedure-specific  practice  expense  estimates. 
Comments  received  from  the  societies  ranged  from  very  generalized  "big-picture"  comments  and 
critiques  about  the  study  as  a  whole  to  item-by-item  critiques  of  the  survey.  Part  one  of  this 
document  summarizes  the  general  critiques  that  were  made  regarding  the  study  design  and  survey 
instrument.  Part  two  delineates  all  the  item-by-item  comments  that  were  generated  on  the  first 
two  sections  of  the  Survey  of  Practice  Costs:  Practice  Characteristics  and  Practice  Costs. 

Part  I:  General  Comments  Regarding  Study  Design  and  Survey  Instrument 

Methodology 

•  HCFA  should  supplement  practice  survey  costs  with  "ideal  practices  or  optimal 
practices."  AGS 

•  Use  the  MGMA  Cost  Survey  as  a  whole  or  as  part.  It  has  been  used  for  16  years;  it 
is  considered  a  valuable  tool  for  group  practice  and  is  conducted  for  the  sole  purpose 
of  informing  administrators  and  physicians  of  the  ranges  of  expenses  and  revenues. 
MGMA 

•  Gathering  appropriate  information  from  institutions  will  require  asking  practices  both 
about  the  overhead  costs  and  the  revenues  of  practices  within  those  institutions.  This 
will  require  lengthier  and  more  in-depth  consultation  between  the  researchers  and  these 
practices  than  is  now  planned.  STS,  AAOS 

•  Concerned  about  analysis  of  practice  cost  data.  We  see  a  problem  with  utilizing 
"typical"  indirect  cost  data  obtained  through  the  survey,  which  we  believe  would  likely 
perpetuate  the  very  bias  that  the  RBRVS  was  enacted  to  address;  that  is,  the  better  paid 
surgical  specialties  are  able  to  commit  a  higher  level  of  resources  to  maintaining  higher 
indirect  costs,  while  rheumatologists  and  other  evaluation  and  management  oriented 
specialties  typically  restrain  their  indirect  costs  to  a  more  modest  level,  given  the 
existing  payment  disparity.  We  believe  that  a  standard  of  reasonableness  should  be 
imposed  prior  to  utilizing  the  data  for  allocating  indirect  costs  associated  with  various 
CPT  codes.  ACR 

•  Practice  expense  should  be  analyzed  separately  for  each  setting  (institution,  large 
group,  individual).  Maria  Greenwald,  M.D. 

•  The  questionnaire  does  not  differentiate  between  costs  incurred  by  different  types  of 
offices.  ACR 
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The  survey  needs  to  be  redesigned  to  elicit  much  more  information  from  institutional 
settings.  The  overhead  costs  of  institutions  cannot  be  ignored  if  the  final  estimate  of 
practice  costs  are  to  have  validity.  STS,  AAOS 

Field  test  on  practices  that  do  not  have  computers.  AG  A 

We  might  want  to  consider  a  spreadsheet  shell  for  responding.  We  could  offer  several 
different  formats.  It  might  have  enough  novelty  value  to  stimulate  practices  to  respond. 
SRMG 

As  a  result  of  the  unscheduled  nature  of  emergency  medicine,  emergency  physicians 
may  spend  a  portion  of  their  time  in  an  "availability"  or  "readiness"  status  awaiting  the 
arrival  of  patients,  while  practice  expenses  continue  to  accrue.  Therefore,  only  a 
portion  of  the  emergency  physician's  expenses  can  be  attributed  to  direct  patient  care. 
Any  practice  expense  approach  that  pays  on  an  average  per-case  basis  and  fails  to 
recognize  this  unscheduled  demand  for  services  is  untenable  for  the  practice  of 
emergency  medicine.  ACEP 

Due  to  the  nature  of  the  specialty,  it  may  be  difficult  to  define  what  constitutes  a 
"practice"  in  emergency  medicine.  The  business  arrangements  in  emergency  medicine 
are  more  complicated  than  seemingly  recognized  in  the  survey  instrument.  How  are 
these  different  arrangements  to  be  identified  and  measured?  ACEP 

Much  of  the  work  done  in  the  emergency  setting  is  uncompensated,  charitable  care. 
This  uncompensated  care  has  a  practice  cost  component  that  is  significant  to  emergency 
physician  practices.  This  cost  component  should  be  represented  in  the  survey 
instrument  and  also  in  the  CPEP  discussions  as  a  valid  practice  cost.  ACEP 

The  questionnaire  does  not  collect  procedure-specific  costs  which  would  be  needed  to 
develop  technical  component  relative  values.  ACR 

Only  one  question  raises  the  subject  of  technical  components.  This  should  be  fleshed 
out  more  fully  and  sought  to  the  fullest  extent  possible  with  respect  to  services  which 
have  technical  components.  AAO-HNS 

The  survey  was  passed  to  some  physicians  and  one  said  they  would  not  share  cost 
information  but  they  would  share  percentages.  ACR 

Concern  in  accounting  for  the  average  number  of  hours  a  physician's  office  is  open  as 
this  will  vary  widely  depending  on  the  physician's  practice  focus.  This  may  impact 
overall  overhead  costs.  AO  A 

The  possible  utilization  of  a  year-end  profit-loss  statement  might  also  be  helpful  in 
collecting  data.  AO  A 
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Data  Quality 


•  The  survey  instrument  requests  extremely  detailed  information  and  we  question 
whether  this  level  of  detail  is  essential.  For  example,  reporting  wages  for  medical 
secretaries,  scheduling  secretaries,  receptionists,  etc.,  since  many  practices  have  the 
same  person  perform  many  tasks.  Keep  the  survey  as  basic/simple  as  possible.  Large 
groups  may  be  able  to  provide  detailed  accounting  information,  while  smaller  practices 
may  find  the  survey  impossible  to  complete.  Not  all  groups  will  be  able  to  supply  the 
information  sought  and  this  may  produce  gaps  in  the  data.  Survey  will  be  particularly 
difficult  for  solo  and  small  group  practices.  A  number  of  items  will  take  a  fair  amount 
of  research  and  estimating  if  they  are  to  respond  with  any  degree  of  accuracy.  With 
our  state-of-the-art  system  it  would  take  us  about  2-4  hours  to  complete.  ASTS,  ACS, 
ACR,  ASIM,  APA,  AGA,  AOA,  WOS,  UCSD,  AACP 

•  There  needs  to  be  a  method  to  ensure  the  consistency  in  question  interpretation  by 
respondents.  AAP 

•  Consider  including  time  spent:  1)  xeroxing  documents,  2)  calling  to  confirm 
appointments,  3)  calling  prescriptions  and  refills,  4)  calling  for  permission  for 
procedures,  consultants,  future  visits,  etc.  Maria  Greenwald,  M.D.  (rheumatology 
and  osteoporosis) 

•  Practice  cost  patterns  may  not  reflect  medical  need,  but  rather  practice  reimbursement 
patterns  (i.e.,  practice  expense  is  likely  to  be  higher  in  practices  where  revenues  can 
support  additional  personnel,  equipment,  etc.,  and  are  likely  to  be  lower  in  practices 
where  patient  generated  revenues  are  not  adequate).  AGS 

•  It  is  likely  that  practice,  patient,  and  procedure  characteristics  all  influence  practice 
expenses.  Unless  adequate  data  are  collected  to  explore  true  relationships  in  families 
of  codes,  we  will  jeopardize  the  practice  expense  component.  Planned  resource-based 
calculations  must  make  an  effort  to  provide  meaningful  mechanisms  for  small  practices 
or  those  who  operate  with  minimal  infrastructure  because  of  low  profit  margins.  AGS 

•  It  is  difficult  to  obtain  reliable  information  concerning  procedure  volume.  We  suggest 
Abt  build  into  the  protocol  some  methodology  to  confirm  the  procedure  volumes 
reported  in  survey.  AFROC 

Sampling 

•  If  physician  specialty  is  not  specifically  of  interest,  but  rather  the  practice  costs 
attributable  to  a  given  procedure,  it  may  be  necessary  to  sample  "procedures" 
representatively,  rather  than  practices.  AGS 
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•  If  patient  characteristics  influence  practice  costs,  it  is  likely  that  a  survey  that  does  not 
deliberately  sample  according  to  these  characteristics  will  not  yield  meaningful  data. 
AGS 

•  Sample  size  is  too  small  to  provide  an  adequate  cross-section  of  data  from  smaller  sub- 
specialties, and  therefore  will  not  provide  the  information  needed  to  make  valid 
determinations  of  the  practice  costs  of  the  procedures  performed  by  those  specialties. 
This  is  compounded  by  the  fact  that  complex  procedures  are  performed  largely  in 
academic  institutions  where  overhead  costs  are  incurred  by  the  institution  in  which  the 
physicians  practice.  The  CPEPS  will  be  unable  to  make  reliable  extrapolations  of  data 
on  practice  costs  from  other  procedures  without  a  base  of  larger  sample  size  from 
which  to  work.  SGO,  AUA,  AGA,  AAD,  STS,  AAOS,  AAO-HNS,  ACEP,  ACC, 
ASA,  ACEP,  STS 


•  You  should  not  randomly  select  practices,  but,  rather,  purposefully  choose  offices 
which  are  set  up  to  report  this  kind  of  data.  A  better  response  rate  would  probably  be 
achieved  if  you  selected  those  offices  who  volunteered  to  commit  the  time  and 
resources  needed  to  complete  the  survey.  AUA,  AAN,  AAOS 

•  The  sampling  plan  is  based  on  assumptions  yet  to  be  validated  such  as  the  correlation 
of  current  practice  arrangements  with  available  data  on  medical  groups  and  the 
representativeness  of  the  groups  that  can  be  identified  from  these  data.  AM  A 

•  The  aggregation  of  group  specialties  may  be  inadequate.  Plans  to  sample  practices  of 
non-MD/DO  health  professionals  may  also  be  inadequate.  All  professions  should  at 
least  be  included  in  the  CPEPS.  If  there  are  practice  costs  which  vary  by  specialty  but 
not  by  procedure,  how  will  these  costs  be  identified?  AMA 

•  It  is  not  clear  what  response  is  desired  if  two  or  more  physicians  from  the  same 
practice  (e.g.,  at  different  sites)  receive  the  questionnaire.  ASCO 


Response  Rate 

•  Specialty  societies  should  be  informed  of  recipients  of  the  survey  so  as  to  provide 
assistance,  support  and  profess  their  endorsement  to  respondents.  AGS,  AMDA, 
AGA,  Bernie  Patashnick,  AAO-HNS,  ACC,  AAD,  AAOS 

•  The  survey  may  take  several  hours  to  complete,  some  offices  can  not  run  the  needed 
computer  reports  during  office  hours  because  this  may  "tie  up"  the  computers  for 
hours.  This  may  be  a  hardship  to  many  practices.  Survey  is  geared  toward  larger 
practices.  Those  with  small  practices  will  have  a  hard  time  retrieving  the  data  sought 
by  the  survey.  We  expect  disproportionate  numbers  of  these  not  to  respond  to  the 
survey  AGS,  AAFP  AUA,  AAP,  AAOS,  AAO,  ODMC,  ASEVI 
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•  There  are  not  adequate  plans  for  oversight  of  the  survey  process  by  the  TEG,  nor  have 
sufficient  plans  been  developed  in  the  even  that  the  survey  response  is  too  low,  is 
unrepresentative,  or  is  not  reliable.  AM  A 

•  Some  type  of  financial  incentive  to  physician  practices  to  boost  response  rates.  JCAI, 
AOA 


70%  response  rate  is  very  unrealistic.  Survey  response  rate  will  be  low  because  of 
survey's  length  and  complexity.  MGMA,  AAD,  ASIM,  AAO-HNS,  AAO,  AAMC, 
SRMG,  AAO 


Clarity  of  Questions/Instructions 

•  The  quex  is  friendlier  than  the  original,  but  it  still  has  no  "Snap!  Crackle!  Pop! "  from 

a  marketing  standpoint.  It  needs  to  be  an  excellent  survey  document,  but  look  like  an 
introduction  to  the  opportunity  of  a  lifetime.  SRMG 


•  The  percentage  of  numbers  we  request  in  most  situations  should  be  indicated  as  "best 
guess"  and  one  should  assume  they  fall  in  the  category,  otherwise  allow  up  to  one 
month  for  the  practice  to  extrapolate  these  data.  The  same  applies  to  percentage  of 
fee-for-service,  salaries  and  other  minutia.  Unless  we  specify  that  answers  to  certain 
questions  (such  as  percentage  of  fee-for-service  or  salary  information)  be  extracted 
from  a  detailed  accounting  system,  we  should  allow  the  option  to  extrapolate  from  a 
designated  period  of  time  during  the  survey.  If  some  data  are  "best  guess"  and  some 
are  not,  the  results  are  incompatible  and  invalid.  The  quex  asks  for  retrospective  data 
that  is  not  recorded  on  a  regular  basis.  This  provides  a  clinician  with  only  two  choices: 
1)  fake  it/put  in  what  they  think  makes  sense,  or  2)  return  a  blank  survey.  It  would 
make  more  sense  to  ask  for  prospective  data.  AFROC,  AMDA,  AACAP 

•  Survey  still  lacks  definitions  for  important  terms  and  question-specific  instructions  for 
completing  the  survey.  Detailed  instructions  are  needed  to  complete  the  survey. 
Parenthetical  and  other  explanatory  text  should  be  as  complete  and  detailed  as  possible. 
ASTS,  AGA,  ACS,  AAOS,  ASIM,  WOS,  AMDA,  AAD,  AAOS,  AAO-HNS, 
ASIM 

•  The  survey  does  not  clearly  or  consistently  indicate  which  year's  data  are  being  sought. 
Instructions  should  clearly  indicate  which  year's  data  are  needed.  Requesting  fiscal 
data  throughout  the  quex,  rather  than  fiscal  in  some  places  and  calendar  in  others, 
would  make  it  easier  for  some  practices  to  supply  the  information  sought.  ASA, 
ASTS,  ACS 


Suggest  sources  of  information  that  the  physicians  may  use  to  fill  out  the  surveys.  For 
example,  business  tax  forms,  accounting  audits,  general  billing  records,  etc.  because 
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it  is  likely  that  the  person  that  actually  fills  out  the  survey  will  not  have  access  to  all 
these  different  records  and  is  not  aware  that  such  information  exists.  ASEVI 

The  survey  instructions  should  more  clearly  and  consistently  indicate  whether  the  data 
are  for  an  entire  practice,  or  for  a  single  physician  within  the  practice.  APA,  ASA 

The  survey  is  not  understandable  by  clinicians.  The  document  is  filled  with  technical, 
economic  language  and  the  accuracy  of  the  data  will  be  impaired  because  it  is  not 
"clinician-friendly."  The  survey  is  out  of  touch  with  the  way  physicians  conduct 
themselves  in  business.  AACP,  AAMC 

Number  the  cover  sheets  with  roman  numerals  or  other  designation.  SRMG 

The  instructions  could  spell  out  more  clearly  that  responses  summarize  the  entire 
practice,  and  that  non-physician  research  costs  are  excluded.  ASA 

The  most  important  differentiating  characteristics  may  be  compensation  arrangements: 
fixed  salary  (large  clinic,  HMO,  some  academic);  contracts  (consulting  arrangements); 
and  fee-for-service  (including  academic  programs  tapping  third  party  private  and  public 
payment).  APA 

Various  questions  on  FTEs  and  salaries  do  not  make  it  clear  whether  contract 
employees  are  to  be  included  or  whether  they  should  be  reported  under  the  category 
of  "contracted  services."  ASCO 

Categories  of  nurses  are  limited  to  RN  and  LPN.  Many  oncologists  use  certified 
oncology  nurses... you  may  want  to  identify  such  nurses.  ASCO 

The  survey  should  make  clear  how  "deferred  compensation"  is  to  be  categorized. 
ASTS 

Explain  how  people  are  to  report  salary  information  for  people  who  handle  several 
roles.  It  is  unclear  from  the  survey  instructions  that  you  want  the  person  filling  out  the 
survey  to  split  the  employee's  salary  and  benefit  expense  up  into  different  categories 
based  on  the  amount  of  time  spent  in  each  role.  ASEVI 

Indicate  that  you  want  to  know  what  the  salaries  are  before  taxes,  not  after  taxes. 
Otherwise,  you'll  get  some  pre-tax  salary  information  and  some  post-tax  salary 
information.  ASEVI 

What  would  the  use  of  consultants  figure  into  the  questionnaire  due  to  such 
government  regulation  compliance  such  as  CLIA,  Stark  I  and  II?  AAD 

In  the  expenses  section,  add  a  section  for  equipment  depreciation  expenses.  ASEVI 


49 


•  Indicate  that  clinical  equipment  expense  should  only  be  for  equipment  that  the  practice 
rents,  leases,  or  purchases.  ASIM 

•  It  is  not  clear  how  you  plan  to  treat  uncompensated  care.  AAO-HNS 

•  Much  of  the  questionnaire  is  difficult  to  apply  to  a  specialty  such  as  anesthesiology, 
whose  work  is  performed  in  hospitals  and  out-patient  settings.  It  might  be  helpful  to 
provide  a  set  of  instructions  on  how  to  handle  the  office  vs.  non-office  distinctions,  as 
well  as  the  hours  and  costs  of  non-physician  personnel  paid  by  another  entity.  ASA 

•  Instructions  regarding  questions  to  be  omitted  if  the  practice  contracts  with  a  billing 
service  might  also  be  appropriate.  ASA 

•  Make  it  clear  how  a  practice  should  respond  if  it  has  a  contract  with  a  turnkey 
management  services  organization  under  which  fall  facilities,  supplies,  and  some  or  all 
employees  are  provided  in  exchange  for  a  percentage  of  the  practice's  revenue.  ASCO 


Case-Mix  Questions 


•  Instead  of  using  the  term  "case-mix"  (which  may  be  confused  with  the  diagnostic 
characteristics  of  the  patient),  use  the  term  "procedure-mix"  which  is  more 
appropriate.  ASIM 

•  Change  "Practice  Case-Mix  Data"  to  "Services  Provided,"  and  change  all  references 
regarding  "case-mix"  to  "services."  Many  hospital-based  practices  will  use  hospital 
CDM  codes  rather  than  CPT-4  codes  or  HCPCS  on  their  management  reports.  It 
would  be  advisable  to  use  the  term  "service  code"  instead.  HUSPH,  SRMG 

•  The  term  case-mix  does  not  conform  to  the  common  definitions  of  case-mix... an 
equally  important  aspect  of  "case-mix"  are  characteristics  of  the  patient  population  that 
may  influence  cost  attribution.  Thus,  patient  characteristics  must  be  taken  into  account 
in  developing  the  index  of  case  mix.  AGS 

•  Some  procedures  are  billed  to  only  certain  payers  because  other  payers  deny  coverage 
or  deny  separate  payment  for  the  procedures... levels  of  service  reported  for  visit  codes 
may  in  some  cases  reflect  payer  rules  rather  than  the  services  actually 
performed... these  effects  may  result  in  confusing  case-mix  data  in  some  instances  since 
the  data  received  will  be  for  billed  services  rather  than  for  services  performed.  ASCO, 
SRMG 

•  The  handling  of  modifiers  in  reporting  case-mix  data  seems  extremely  problematic. 
Survey  does  not  distinguish  between  an  individual  as  a  primary  surgeon  from  an 
individual  who  was  simply  the  assistant  at  surgery.  In  addition,  data  relating  to  global 


50 


services  would  be  lumped  together  with  that  for  "surgical  care  only,"  "post-operative 
management  only,"  and  "pre-operative  management  only.  ASTS 

Technical/Professional  Modifier  is  confusing.  We  do  not  understand  what  it  means  or 
what  exactly  is  being  sought.  AUA 

Modifiers  in  reporting  practice  case-mix  data  seem  extremely  problematic.  For 
example,  the  survey  does  not  distinguish  between  a  procedure  for  which  an  individual 
is  serving  as  the  primary  surgeon  from  that  in  which  the  individual  is  serving  as  an 
assistant  at  surgery.  ACS,  ASTS,  ASA 

Data  relating  to  global  services  would  get  lumped  together  with  that  for  "surgical  care 
only,"  "postoperative  management  only,"  and  "preoperative  management  only."  This 
could  easily  end  up  "crediting"  non-surgical  procedures  with  transplant  procedures  or 
cataract  surgery  because  of  their  involvement  in  postoperative  management.  ACS, 
ASTS 

There  are  no  place  of  service  codes  attached  to  the  CPT  codes,  and  even  though  an 
individual  practice  may  assign  a  modifier  to  accommodate  that  place  of  service,  how 
would  you  analyze  and  breakdown  the  data  from  the  aggregate  data  collected? 
MGMA,  AAMC 

The  number  of  times  a  code  appears  in  the  table  is  contingent  upon  the  modifier.  A 
blank  under  the  modifier  column  could  mean  either  a  global  service  or  that  the 
modifiers  do  not  apply.  This  could  be  confusing.  An  alternative  would  be  to  divide 
the  office  frequency  column  into  three  sub-headings:  professional  component-only, 
technical  component-only,  and  global.  (This  approach  would  be  applied  to  other 
columns  as  well).  Groups  would  then  add  horizontally,  without  concern  about 
modifiers,  in  order  to  reach  a  code's  total  frequency.  ACR 

Some  payors  use  a  CPT-4  code  with  a  "-27"  modifier  to  indicate  "Technical 
Component."  You  may  wish  to  note  the  alternative,  since  many  computers  use  the  "- 
27"  designation.  The  computerized  systems  may  also  use  the  "-22",  "-51"  and  "-52" 
modifiers.  For  this  and  other  reasons,  you  should  affirm  that  a  code  is  "global"  rather 
than  assume  it  if  no  modifier  is  present.  SRMG 

Lumping  of  major,  minor  and  negligible/no  risk  surgical  procedures  creates  extremely 
variable  and  inaccurate  boundaries  between  these  procedures  and  may  vary  enormously 
from  one  practice  to  another  depending  upon  the  interpretation.  AUA 

Define  major,  minor  and  no  risk  for  each  specialty  group.  APMA,  ASTS,  AAFP, 
ACC,  AAOS,  ASEVI 

It  would  be  helpful  to  define  the  subcategories  of  surgical  procedures  and  those  of 
radiological  procedures.  SRMG 
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What  about  medical  procedures  and  non-surgical,  non-diagnostic  treatment?  There  is 
currently  no  way  to  categorize  medical  procedures/treatments  currently  in  the  medical 
section  of  CPT-4.  Also,  how  will  interventional  radiology  procedures  be  reported— 
under  surgery?  Diagnostic?  AOA 

None  of  the  case-mix  data  appears  to  include  chemotherapy  (and  other  drug) 
administration,  which  accounts  for  a  large  part  of  oncology  practice.  Injectable  drugs, 
supplies,  and  durable  medical  equipment  are  identified  by  HCPCS  codes  but  you  don't 
want  them  reported... you  may  want  to  clarify  in  the  instructions.  ASCO 

Instructions  for  l.B.  refers  to  HCPCS  codes.  We  assume  that  you  intended  for  such 
codes  to  be  listed  only  if  they  fall  into  the  categories  of  "surgical,  diagnostic,  clinical 
laboratory,  and  evaluation  &  management  services."  Injectable  drugs,  supplies  and 
durable  medical  equipment,  etc.  are  identified  by  HCPCS  codes,  but  you  apparently 
do  not  want  them  reported.  You  may  want  to  clarify  this  point  in  the  instructions. 
ASCO 

The  word  "anesthesia"  could  be  a  problem  unless  it  is  made  clear  how  different  types 
of  anesthesia  are  to  be  handled.  Most  anesthesia  practices  record  both  the  anesthesia 
code  and  the  more  specific  associated  surgical  code.  ACS,  ASTS,  ASA 

Add  "nursing  home"  and  "home"  to  the  "Out  of  office"  footnote  on  the  bottom  of  the 
Example  of  Case  Mix  Data  Submission  table.  AAFP 

Put  "Evaluation  and  Management"  first  in  the  second  table.  AAFP 

Provide  instructions  on  separating  "Evaluation  and  Management"  and  procedures  for 
services  that  are  billed  on  the  basis  of  a  global  fee.  AAFP 

Italicize  the  words  "by  setting."  HUSPH 

The  office/non-office  distinction  is  not  useful  for  anesthesia  services.  If  the  intent  is 
to  separate  out  facilities  owned  by  the  physician  from  facilities  provided  by  a  hospital, 
this  could  be  made  clearer.  ASA 

How  should  the  respondent  base  his/her  answer,  on  the  percentage  of  gross  charges  in 
the  areas,  by  the  number  of  procedures,  by  RBRVS  units,  or  some  other  measure?  It 
is  recommended  that  the  non-office  be  separated  into  hospital/inpatient,  ambulatory 
surgery  center,  and  long-term  care/skilled  nursing  facility  categories.  MGMA 

Since  rheumatologists  have  been  interested  in  documenting  differences  in  our  typical 
case-mix  from  general  internal  medicine  for  quite  some  time,  some  practices  should 
have  physician-specific  case-mix  information  available.  These  practices  should  be 
allowed  to  combine  that  information  into  the  summary  form  requested.  ACR 
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The  table  labeled  "Example  of  Case  Mix  Data  Submission"  is  very  complex  and  only 
those  offices  with  the  most  sophisticated  software  programs  will  be  able  to  retrieve 
these  data.  Most  practices  will  end  up  using  the  table  on  page  13,  however,  it  is 
unclear  how  accurate  these  data  will  be  in  the  calculation  of  specific  practice/overhead 
costs  of  specific  CPT  procedures.  AUA 

Many  practices  will  have  great  difficulty  in  complying  with  this  section.  MGMA 

The  preferred  format  for  reporting  these  data  will  undoubtedly  require  special 
programming  by  most  practice  plans.  We  suspect  that  most  plans  will  defer  to 
question  2  and  provide  rough  estimates  of  service-specific  frequencies  by  setting. 
AAMC 

MGMA  has  a  PC  software  package  (Physician  Services  Practice  Analysis)  to  collect 
CPT  information  for  comparison  purposes.  It  gathers  data  in  an  ASCII  format.  We 
recommend  that  a  simple  format  be  explained  here  and  better  instructions  written  on 
retrieving  this  type  of  data  from  DOS  and  Windows  systems.  MGMA 

If  the  practice  is  not  computerized,  the  case-mix  data  can  not  be  provided.  This  is  apt 
to  be  true  of  solo  practices  and  older  aged  or  rural  physician  practices.  Do  all  billing 
software  practices  have  the  ability  to  compile  summary  information?  AAFP,  MGMA 

Send  a  diskette  loaded  with  a  software  spreadsheet  already  formatted  on  it.  This  will 
simplify  the  reporting  information.  ASEVI 

Explain  how  information  is  to  be  reported  for  physicians  that  share  office  space  with 
another  practice.  ASEVI 

Footnote  the  column  headings  and  provide  more  explanation.  ASEVI 

Should  the  collection  and  handling  of  laboratory  work  that  is  sent  to  a  reference  lab  be 
included  under  column  D?  We  suggest  you  clarify  how  lab  work  should  be  accurately 
reported  in  this  table.  ASEVI 


The  preliminary  CPEP  groupings  need  to  be  flushed  out.  Maria  Greenwald,  M.D. 

A  CPEP  should  be  devoted  to  long-term  care  in  both  home  care  and  nursing  homes. 
AGS 

If  the  case-mix  data  showed  that  physicians  in  specialties  other  than  those  on  a 
particular  CPEP  were  providing  a  set  of  services  assigned  to  that  CPEP,  would  the 
CPEP  be  reconfigured?  AMA 
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•  We  are  apprehensive  about  the  composition  of  the  CPEPS  and  their  ability  to 
appropriately  assess  the  technical  components  of  various  procedure  costs.  AAPM&R 

•  CPEPS  reviewing  radiology  procedures  need  to  include  more  than  one  expert.  ODMC 

•  More  then  one  expert  panel  member  should  represent  radiology.  If  so,  can  I  appoint 
that  person  myself?  UCSD 

•  In  keeping  the  numbers  of  families  and  reference  codes  to  a  minimum,  accuracy  and 
fairness  will  dictate  increased  numbers  of  groupings.  This  will  be  particularly  true  of 
codes  with  a  technical  component  value  where  extrapolation  for  procedures  with 
different  equipment  and  supply  needs  may  be  questionable.  Bernie  Patashnick 

•  Since  we  do  not  believe  that  HCFA  has  the  capability  of  discerning  our  members  from 
other  physicians  in  its  database,  we  are  asking  that  our  group  be  allowed  to  furnish  a 
physician  representative  to  the  CPEPs  responsible  for  the  pulmonary,  critical  care,  and 
E  &  M  codes.  NAMDRC 


On  the  chart  where  the  9  "families"  were  depicted,  pulmonary  was  not  a  mentioned 
specialty  for  the  radiology  grouping,  and  we  believe  it  should  be.  NAMDRC 

We  assume  that  you  are  cognizant  of  the  fact  that  there  are  several  procedures  which 
cross  many  specialties.  We  feel  this  is  further  justification  for  the  creation  of  a 
specialty-specific  pulmonary /critical  care  CPEP.  We  also  request  participation  on  the 
radiology  CPEP.  ACCP 

It  is  imperative  that  you  include  neurosurgical  representation  on  those  CPEPs  that  will 
be  considering  the  following  CPT  codes: 


Nervous  System  (61000-64999) 
Muskuloskeletal  (21000-22899) 
E/M  Codes,  including: 

•  Consultants  (99241-99275) 

•  ER  (99281-99285) 

•  Critical  Care  (99291-99297) 

•  Hospital         (99217-99238)  AANS 


•  Neurological  representation  might  also  be  considered  on  CPEPs  considering  the 
following  body  systems:  Cardiovascular,  Physical  Medicine/Osteopathy,  Radiology. 
AANS 

Special  Interests 

•  Decisions  involving  placement  of  transplant  procedures  within  families  of  services,  the 
selection  of  reference  procedures  for  transplant  codes,  the  development  of  resource 
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input  profiles  for  transplant-related  services,  and  the  extrapolation  of  practice  expense 
values  for  transplant  codes  absolutely  must  involve  the  active  input  of  surgeons  with 
recent  personal  experience  in  transplantation.  ASTS 

Highly  specialized  areas  of  neurology  such  as  sleep  testing  or  epilepsy  neurodiagnostic 
testing  might  provide  little  or  no  data  on  practice  expenses.  AAN 

We  are  concerned  that  the  shift  to  new  and  potentially  more  expensive  technology  will 
not  be  reflected  in  the  practice  costs  gathered  through  the  survey.  AAN 

We  encourage  the  development  of  an  independent  CPEP  for  pulmonary /critical  care. 
This  group  of  physicians  is  among  the  largest  specialty  billing  for  critical  care  codes. 
ACCP 

Try  to  ensure  that  the  costs  born  by  pathologists  and  other  physicians  who  practice 
primarily  in  a  hospital  setting  are  addressed  by  the  study  and  that  the  overhead, 
technical  component  and  other  costs  of  anatomic  pathology  services  provided  in  non- 
hospital  sites  are  surveyed  adequately.  CAP 

The  practice  of  Geriatrics  is  probably  foremost  in  providing  care  to  Medicare 
recipients.  Therefore  they  must  be  assured  to  be  included  among  the  groups  of 
practices  surveyed.  AMD  A 

Physicians  in  academic  practices  are  concerned  that  the  often  complex  cost 
arrangements  in  these  settings  will  not  be  captured  by  the  survey.  AG  A 

Abt  should  consider  selecting  practice  plans  that  are  based  at  both  state  and  private 
medical  schools  and  practice  plans  with  common  (centralized)  organizational  or 
governance  structures,  as  well  as  those  plans  that  are  decentralized  by  department. 
AAMC 

Practice  expense  costs  will  vary  tremendously  according  to  a  practice  plan's 
organizational  and  governing  structure  as  dictated  by  the  degree  of:  1)  common 
(shared)  management  systems  for  billing,  scheduling,  registration,  etc.;  2)  ownership 
of  ambulatory  care  clinics,  professional  buildings,  satellite  centers;  and  3)  historical 
relationships  with  the  university  hospital,  other  hospitals  and  the  medical  school 
regarding  cost-sharing  of  expenses  to  fund  salaries  of  departmental  support  staff  and 
outpatient  clinic  operating  expenses.  AAMC 

The  survey  should  be  redesigned  to  elicit  much  more  information  from  institutional 
settings.  Overhead  costs  of  physicians  who  practice  in  academic  and  other  institutions 
cannot  be  ignored  if  the  final  estimate  of  practice  costs  is  to  have  validity.  Right  now 
it  does  not  adequately  reflect  the  direct  and  indirect  costs  of  medical  school-based 
academic  practice  plan  physicians  associated  with  providing  tertiary  care  services  to 
complex  patients.  AAMC,  SGO,  ASA 
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Abt  proposal  did  not  discuss  indirect  costs  involved  in  quality  assurance,  OSHA 
training,  CLIA  compliance,  and  numerous  other  paperwork/time  constraints  all 
practice  settings  must  now  address.  Maria  Greenwald,  M.D. 

Abt  will  not  have  an  opportunity  to  collect  appropriate  data  on  services  which  are 
primarily  rendered  to  the  non-Medicare  population  and/or  which  are  highly  specialized 
or  low  volume.  We  hope  to  provide  HCFA  with  these  type  of  data  on  services.  AAO- 
HNS 

Since  the  volume  of  Medicare  beneficiaries  treated  for  sleep  disorders  is  relatively 
small,  ASDA  is  concerned  that  specific  data  will  not  be  collected  for  these  services  and 
that  extrapolation  will  be  an  inadequate  means  to  determine  the  technical  component 
values  for  certain  CPT  codes  in  response  to  questions  raised  on  this  topic.  ASDA 

There  are  a  number  of  differences  that  separate  portable  x-ray/EKG  suppliers  from 
physicians  for  resource  costing  purposes: 

•  portable  x-rays  are  provided  solely  in  nursing  homes  and  patient's  homes, 
and  never  in  physicians'  offices; 

•  patient  population  served  by  portable  x-ray/EKG  suppliers  consist  of  the 
sickest  and  frailest  sector  of  the  overall  Medicare-covered  population; 

•  because  the  portable  x-ray/EKG  service  is  a  non-physician  service,  practice 
expense  constitutes  nearly  100%  of  reimbursement; 

•  portable  x-ray/EKG  suppliers  must  pay  their  technologists  higher  wages  or 
salaries  than  those  paid  by  physicians  to  technical  personnel  in  their  own 
offices; 

•  equipment  used  is  completely  different  in  construction  and  operation  from 
stationary  equipment  used  physician's  offices,  depreciates  at  a  different 
rate,  and  encounters  completely  different  conditions  of  use  and  wear  and 
tear; 

•  duties  of  the  technologists  include  not  only  the  TC  procedure,  but  also 
transporting  the  equipment  to  and  from  a  nursing  home,  etc.— this  service 
requires  activities  of  non-technical  personnel  not  usually  found  in 
physicians'  offices. 

Under  the  "reasonable  charge"  reimbursement  system,  customary  and  prevailing 
charges  for  the  portable  x-ray  providers  were  determined  in  each  locality  separately 
from  those  for  physician  radiology  providers.  NAPXP 

Significantly,  portable  x-ray/EKG  suppliers  are  the  only  ones  covered  in  the 
physician's  fee  schedule  that  bill  transportation  "R"  codes  and  the  Q0092  "set-up" 
code.  NAPXP 

If  portable  x-ray  suppliers  are  surveyed  and  their  responses  are  included  in  a  general 
"pot"  of  responses,  one  of  two  things  will  occur:  1)  differentiation  between  our 
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suppliers  and  other  radiology  providers  will  disappear  in  the  averaging  process,  2)  our 
suppliers'  responses  will  be  discarded  as  "outliers"  and,  once  again,  the  distinct 
resource  costs  of  this  industry  will  disappear  completely.  NAPXP 

The  only  way  to  accurately  address  this  small  but  distinct  industry  is  to  profile 
separately  those  codes  that  are  billed  solely  by  portable  x-ray /EKG  suppliers.  Also,  a 
representative  from  this  industry  could  be  included  in  the  CPEPS.  NAPXP 

The  survey,  while  appropriate  for  routine  office-based  physician  practices,  is  not 
applicable  to  freestanding  radiation  oncology  centers  because:  1)  the  cost  structure  is 
substantially  more  complex  than  most  physician  practices,  2)  radiation  oncology 
facilities  vary  considerably  in  record  keeping,  data  collection  practices  and  capabilities. 
AFROC 

Modify  survey  instrument  to  enable  determining  the  number  of  rheumatologists 
represented  in  the  practices  surveyed.  ACR 


One  alternative  is  to  develop  aggregate  information  on  practice  costs  by  specialty  and 
seek  recommendations  from  "organized"  medicine  as  to  how  the  practice  costs  RVUs 
should  be  distributed.  AAO 

Make  the  practice  cost  project  an  open  process,  with  open  meetings  and  opportunities 
for  ACEP  and  the  medical  community  to  provide  input  along  the  way.  CPEP  process 
should  be  an  open  not  closed  process.  AAD,  ACEP,  AAO 

As  it  is  currently  conceived,  this  study  will  not  achieve  the  goal  of  providing  Congress 
with  accurate  and  verifiable  data  on  practice  costs.  It  may  even  result  in  an  access 
problem  for  Medicare  beneficiaries  requiring  cardiac  services,  a  problem  that  steering 
patients  to  HMO's  will  not  solve.  STS 

Survey  does  not  take  into  account  the  allied  health  professionals'  services  which  are 
not  directly  affiliated  with  a  physician  but  are  reimbursed  by  Medicare.  It  also  does 
not  take  into  account  those  currently  underserved  by  the  health  care  community. 
ODMC 

By  telling  the  respondents  the  purpose,  responses  may  tend  to  exaggerate  practice 
expenses.  APA 

Survey  methodology  will  not  identify  the  higher  practice  expense  costs  incurred  by 
physicians  who  specialize  in  the  care  of  frail,  chronically  ill  Medicare  beneficiaries. 
AGS 
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We  encourage  you  to  have  at  least  one  more  meeting  to  review  the  instrument  and  to 
circulate  it  two  weeks  prior  to  the  meeting  to  allow  productive  input.  AFROC 

Provide  ample  and  meaningful  opportunities  for  the  TEG  and  physicians  to  discuss  all 
aspects  of  the  study  plan  before  they  are  finalized.  AM  A 
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ASIM,  ACS, 
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AOA,  ACS, 
AUA,  APA,  BP, 
AGA,  ASTS, 
ACOG 

NAPXP,  ASA 

AAFP 

ACS,  ASTS 

ASA 

Comments 

Should  be  related  to  an  FTE  measure  or  indicate  that  it  should  be  a  total  for  the  entire  practice 

Clarify  "on-call" 

Not  applicable  for  technicians  and  other  non-MDs,  should  as  for  times  of  non-MD  providers  who  bill  under  part  B 

Does  "on  call"  include  travel  time  between  practice  sites? 

Does  "on  call"  include  scrubbing  for  surgery? 

To  get  accurate  time  data,  ask  for:  patient  care  hours;  on  call,  non-patient  care  hours;  administrative,  teaching,  or 
other 

a  ex 
t  e 


o 

1Z3 


42 
c 

<u 

B 

E 

o 

U 


< 
oo 
< 


o 
x 


o 
<u 
c 


3° 


o 
u 

X) 


T3 


3 

_o 

T3 
3 

c3 

U 

O 
«J 

•5 
c 


T3 

U 

."H 
o 


u  <-> 

>  2 

c  "° 

2-i  «« 

£  X 

o  u 

X  O 

C  S 

o  o 

o  g 

.s  « 

S  ^ 

^3  o 

qj  3 


< 
< 


c 

o 

1 

i2 


•a 

o 


T3 

s 


3 

o 

c 

o 


3 

cr 
c 
a. 

CO 

E 


bo  u 

.£  2 

3  a 


3  -a 

o  E 

-3  -3 

00  03 


c 
c 
p. 

3 


< 
00 

< 


3 
CT" 


3  oo 


.2  <D 

3  -Q 

o  x 

3  o 

IS  « 

P  -s 


cr 


00 

U 
< 

< 


ss 

c 
c 


-3 


S  .a 
^  .a 

o  Sa 
X  o 


< 

o 
< 


c 

o 

'£ 

o 


C3 
3 

-o 


T3 
C 


<u 
C 

u 


3 
O 
X 


u 

5 


(5  e 


< 


o 


3 
"& 

<Si 

O 
XI 

a. 

3 

o 
i— 


X 

■a 

u 

o 


c3 
3 


•a 

c 


o 
-5 


'2 


-a 

03 


< 
P 
< 

< 


6 


•s 

-a 

<u 
i— 

<u 

C 

as 

<u 
X 


3 

cr 


9J 

o 
Q 


g  ox) 
£  c 
3  J 


.22 

o 


42 
c 

£ 

E 
© 


< 
< 

a,' 
< 

O  < 

<  a. 

<  < 


XI 

3 

O 

tu 
.e 

•a 

CD 

•o 

'> 
o 

u 
ft, 

•a 


3 

O 

■5 


-a 


•a 
•a 


c 


o 
x: 

5/3 
I 

o 
c 


c 

6 
c 

OO 


J3 

CO 

•a 
a 

eu 
CM 

«5 


5J 

ft 


a. 
o 

-a 

ij 

3 
TD 

cu 
x: 

o 


.9 
o 
n. 
o. 

_™ 

o 
Q 


3 

O 


aa 

3 

c 

u 

o 

i— 

ft 


ft 

5 


3 


=  I 


42 
c 

tu 

E 
I 

u 


< 

oo 
< 


ft 

o 


o 
J3 

<u 

■s 

X 
•a 

CD 

a 


•a 

3 


m  < 


Oh 

03 


4J 
3 


o 

O 


u 

< 
< 


a. 

< 

< 

a,' 
w 

u 
< 


oo 
< 


oo 
H 

00 

< 


C 
o 


o 


o 

& 

3 
ft 


TO 


> 


00 


X! 


o 

2 
c 


2 

C 
3 
ft 

•2 


3 

•a 

u 


O0 

cu 


3 

•a 

OJ 


u 
Q 


o 


2 
c 

E 

E 

© 


OS 

u 
< 


cu 
W 
U 
< 

< 

o 
< 


cu 
X 
Cu 
< 

z 


•o 

T3 
3 


U 
X 


c 
o 
c 

L-i 
< 


C 

o 

"c 
•a 
o 
xs 

a 

OS 

— 

o 


O. 
D. 

c8 

O 
C 

4J 

o 
Q 


D. 

a 

as 

o 
c 

u 
o 
Q 


O 
< 
< 


4> 

■B 


o 

& 
o 
o 

u 
■5 

> 
X 


2 
3 

o 

o 
X 


< 

< 

Cu' 
— 

U 
< 


<u 
3 

a- 


in 


c 


> 
o 


3 


CO 


"3 
o 


c 

u 

E 

E 

© 


a 

?  ° 

a  u 

oo  < 

<  Bj  2 

oo  <  o« 

<  <  < 


•a 

'?5 


T3 

(U 


00 
U- 


3 


U 


a. 

«  00  5j 

on  ^  *5 

eu  O  < 

03  <  < 


c 


00 

U 
< 


O 

S 
os 

oo 


Q 

s 

■a 

'C 
13 


•a 

3 


O 

o 
oo 


2 


o 


■s 

o 


•a 


< 
o 
< 


u 

u 
■a 

oo 


T3 


03 


C 

_o 

<u 
3 

a- 

<u 

■s 

w 
3 

S/3 
I) 

os 


u 
u 
< 


03 
(J 

-a 

a 

O. 

E 
o 
o 
c 

3 


03 
P. 


<u 
O 

Q 


oo 

< 


< 


T3 

U 
c/i 
O 

a. 

D. 

O 


u 
o 


T3 
73 
°53 
O. 

B 

o 


U  BE 


o 

C/3 


{2 
s 

E 

E 

o 

U 


oL 


<  e/a  cl 
SOW 

£  <  o 

<  <  < 


S 


a. 

-  w 

<  u 
o  < 

<  - 


oo 
O 
< 
< 


o  . 

u  o 

«l  a 

<  oo 


00  00 

<  < 

PL,"  CU 

U-c  UJ 

<  u 

<  < 


■a 


3 


C 

c 

BQ 

U 
c* 
i— 
cs 
J3 
o 

<4-l 
O 


60 

c 


u 


•a 


I 
o 
u 
c 

3 

E 

o 


c 

c 
u 

IH 

4J 
>. 

c 


4) 


V  OJD 


"5 

o 


c 

ai 

E 

E 
o 

U 


.s 

J2 
"5. 
x^ 
uj 


P. 

CQ 


<u 


re! 

<u 


s 

•a 


CO  <u 

IS)  c/3 

CO  3 

U 

o  1/1 

0  o 
>,  o 

cS  -a 

1  E 

3  S 

.2  3 

5  ° 


UJ 
< 
< 


■s 

o 
u 


2 

X 

2 


T3 
C 

-5 

U 


3 

O 

■S  > 

05  3 

O  « 

u  -3 


c  "2 


a. 

o 


u 
E 
"2  s: 

cS  £ 

T3  tn 
>  rt 

o  -a 


GO  g 


.22 

*3 
o 


42 
c 

E 

E 
© 

U 


—  c 

c  .2 

©  +* 

■  —  is, 

u  a 


re 

■g 
c 


on 

< 


W  < 

<  O 

<  < 


c 

3 

T3 
aj 
T3 

"_> 

X) 

oo 
'— 
re 

X 

CJ 

<U 

-5 


3 

o 

X 

=£ 
O 


•o 
c 

re 


o 
oo 


•5 
o 

X 

o 
c 


re 

3 
T3 


c 


< 


■5 

c 


OA 

a 

re 


■a 


c 
E 

4J 
u- 
3 
X 

E 


o 


3  2 
.3  U 


o  .5 

OO  « 
=  <_ 

■a  ° 
31 


o 
c 


.9 

CM 

X 


O 

o. 

u- 

o 
u 

1-1 
D. 

1 
~H 

JS 
"re 

u 
■5 


< 

< 


£ 

X 


re 
a. 


o 

u 
to 

T3 

3 


U 

c 
-a 


re 
u- 
D. 

U 


X 


re 

Ch 


•a 

u 


a 

CO 

C 


l-H 

Oh 

1 
O 


3  --S 

iS  ©- 


< 

OO 

< 


< 
< 

-  00 

<  H 

oo  oo 

<  < 


5. 

E 

re 
x 
u 

<u 

5 


> 
-a 


Z 

u 

■a 

3 


-s 

X 


■o 

c 
o 


a 
o 
u 
< 

Oh*  Oh 

UJ  Uh 

u  < 

<  < 


•a 

4J 


■5 

'$ 
E 

<u 
■5 
c 

3 

c 


o 
c 

o 

"O 


a, 
Q 

c 
o 

3 


5 


X 

■a 
•a 
< 


03 

Uh 

D. 

<U 
CO 
Uh 

a 
c 

u 

•3 
3 


O 

u 

00 

< 


X 

? 

3 

O 


N 

re 
oo 


'E  <> 

iu  o 

t«  3 

«  3 

3  " 
to 

E  2 

O0  * 

re 

|  S£ 

a  s 

>,  <x 

y  u 

1  £ 

2  .2 

re  « 

S  s 

_  "3 

0  <D 

re  "3 

1  "i 

O  t- 

Cj  CJ 


re 

.3  4J 
(1  H 


Uh  O 

Dh  "5 

2  1 

■s  s 

o  §1 


oo 


>  c 

3  J 


.  T3 

is  § 


o 

t/5 


< 

< 


00 

H 

< 


O 
< 


42 
c 

£ 

£ 
o 

U 


a 

3 
O 
l_ 

00 

« 
g 

Q 


oo 
c 

•3 

3 


re 
o. 


o 
Q 
2 


o. 

X 

u 


c 

v 

oo 
c 


o 
Z 


a 
s 

-5 

1) 

D 


o 
oo 


c 

O- 


1) 

•a 


o 
X 


u 
E 
o 
a. 
o 


T3 
3 


03 

■s 


U 


W3 


42 
c 

E 

I 

U 


< 
< 

So, 
w  w 

<  u 

<  < 


•a 


5 


I 

e 

3 

o 
o 


00 

c 


o 
o 


>. 

a, 

"O 

•a 
< 


< 
< 


LU 

u 
< 


ON 


Q 


oo 
c 


-a 
•a 
< 


5  2 


"3 
o 

!73 


42 
C 

<u 

E 

E 

o 

U 


3 


ft 

< 

u 
< 
< 


X 

c 


33 

—  <D 

■a  u 

CO  U 

H  "3 

(«  O 

O  X 

y  s 

3  -O 


o  2 
c  .5 

w  s 
oo  c 
o 

S  1 

"T  o 


o  w 

O 

•2  c 

,2  o 

■a  £ 

o 

ft£ 

£  ° 

(U  1> 


o  x 


[Ih  O 

<  < 

<  < 

oo  o 

<  < 


u 
< 


o 

u 

oo 


< 
O 
< 


•a 

o 
c 

w 
■a 
u 

XI 


o 

X 

B 

O 

Z 


o 

X 

a 
o 
c 


c 

X 

-o 

•a 

ca 
x 


o 
o 

X 

a 
o 
c 


•a 

3 
C 


c 

o 

X 

ft 

IS 
o 


ID 
00 

D. 


60 
C 


3 

O 
X 
00 


< 

O 
< 


05 


X! 

01 
M) 
C 

cs 

X 

U 

s»- 
u 
3 
t/5 


< 
on 
< 


42 
c 

£ 

E 

© 


2 

o 
x 

00 


oo 
ft 


u 

■s 


3 

o 


■a 

a 
u 


3 
O 
X 


3 

CJ 

.£ 
u 

00 


•s 


o 
ft 


a. 

>, 

o 


-a 

3 


o 
a 

c 
o 
■g 
c 
o 
ft 


s  2 

«5  U 


c/3 


O 

o 
u 
< 

o 
o 

< 
a, 
< 


0!! 

u 
< 


a 

i 


<  < 

<  < 


O 
< 
< 


00 

< 


U 
% 
< 
< 


< 
< 

a 
o 
u 
< 

6 
u 
co 
< 

CO 

U 
< 


e 


o 

U 


"Js 


n 

E 
Q 
S 
c 

o 
c 


u  -a 

•~  3 


H 

U 

as' 
S 


o 

DO 


3 

o 


.  -  « 

3  in 

i-a 

c  1/5 

O  5? 

2  € 

U  T3 
00  3 

u  o 

60  "3 
00  i: 
m  "3 


o  ^ 

M  O 

"  3 

s  ° 

•2  3 

3  \B 

H  2 


C 
o 
a. 


IE 
Q 


Cl 
T3 


1) 
C 

o 


Q. 

-5 

u 


■S 

3 

o 
E 


3 

O 
t-l 

o 


o 


o 
c 

3 


pq 

H 


c 


-5 

cfl  O 

O  00 

£  3 


a.  _ 

3  aj 
5  fa 

*> s 

It 
-I 


3 

E 


—  3? 

■—  w 

•S  a. 


0)  <u 
3  ^ 

s  1 


>>  .a 


E  u. 


<u  .a  o 

i-  3  3 

3  |  .2 

U  «  N 


1) 


c/5  •—  •  — 
DUE 
P    -  £ 


O0 
O 


T3 

E 


< 
Z 

5 
u 


S3 

s'g 

3  „ 

O  >, 


>>  4> 
4>  0£ 

3  2 


'C 
o 

1/3 


42 
c 

E 

E 

o 

U 


05 

a 

c 
o 


3 


a 

o 

H. 

■o 
-a 
< 


U 
< 


eo 
c 

"3 
•a 

o 


o 
3 

-S  3 

(4-  « 
O  : 


eg 


C  7^ 


03 

81 

c 

T3 

03 
_N  = 

c  = 
ec  2 

U  1*1 

w  '2 

O  O 

2  E| 

O  D 

X  ? 


cu 

CL, 
< 

z 


J3 

3 


O 
60 


u 

3 


3 

C 


c 


03 

aj 

Ui 

u 

>< 

t 

X> 

s 

aj 

O 

E 

a. 

o 

o 

us 

w 

u 

X) 

03 

G 

o 

u 

E 

o, 

p. 

oo 

03 

i 

o 

Z 

I 

a, 
m 

5 


Oh 

< 


a 
E 


3 
P. 

E 

o 


a 


03 


60 


X5 

U 


3 

C 

(U 

u 


00 

c 

§ 

CO 

U 
U 

o. 

E 

u 

T3 

°C 

ea 
03 

CO 

60 

'> 

C3 

J3 


u 
3 


1) 
60 

ca 


3 

O 
J= 

<U 
60 
03 
M 
U 
> 
03 


3 


c/5 
O 
< 
< 


E 


t 

<u 

CO 

60 

c 

3 

O 


o 

60 

ID 


•a 
•a 
< 


CL, 


o 

60 


■o 

< 


a 
JS 
O 


3 


U 
< 
.  a. 

<  w 
a.  u 

<  < 


r<"> 

= 

o 


3 


X/i 

o 
< 
< 

CO 

H 


X 
a. 

< 

z 


a. 
X 
a. 

< 

z 


< 
< 

Cl," 

ss  Si 
33 


a 


u 
< 


u. 

< 
< 


a. 

Ph 
< 
< 


< 
ID 
< 


t/1 

< 


E 


c 

c 


to 

2 


■5 

o 


e 

o. 


E 
c 


t  = 
3 


>> 

*o 
o 


I 

£ 
o 

V 


C 

O 


3 

©L 


^  T3 

£  04 
is  « 


"3 
o 


JS 
c 

E 

E 

o 

U 


I 

on 


Z 
< 
< 


■s 

'— 

c 

S 

o 

o 

X) 

u 
-5 


2 

3 

O 


o 
o 
t- 

o 
x> 
_2 

i 

c 
o 
c 

o 
H 


on 

c 

o 


to 

c 

o 


D. 


< 
< 


aj 


o 

T3 
o 

■5 

<u 

6 

X! 


T3 
3 

o 

X 


-a 
c 
o 
a 

u 
a! 


u 
o 

as 
< 


U 

< 
< 


< 
< 


•a 

'> 
o 


<u 
•a 

< 

s 

o 


U 


x 


3 

O 


o. 

X 
4J 

o 

r? 

o 

a 

u 
u 

cd 
CO 

n. 
aj 


X 


3 
O 
X 


g 


£  -5 


u 

< 
< 


<  3 


a. 

u 

■s 

o 


T3 


o. 
aj 


3 
O 
X 


3 

a- 
aj 

b 

3 


>>  Cli 
£  C 


o 

to 


I 

E 

£ 

©- 

u 


< 

< 


U 

< 
< 


OS 

u 
< 


os 

u 
< 


a, 

CQ 


D. 
D. 
3 

co 

'2 


•a 

u 

CO 

3 

E 


3 


o3 
D. 


2 

o 


o 


■a 
■a 
< 


■a 
s 

3 


3 

cj 
D. 
X 
V 


•a 

o 


03 
D. 


22 

O 


"5. 

D. 
3 

00 


2 

o 


o. 

3 


•a 


c 

o 

■a 

o 


3 

U 
<_> 

03 

E 

03 
X 
Q. 

■a 
•3 
< 


o 

•a 
■a 
< 


•a 

u 

3 

oo 


<u 
•5 

re 

■s 


x> 

03 


X 

x-  « 

03  <D 

U*  rv 

<D  ""H 

°  « 

O  03 
O. 

ft  «J 

<L)  to 
CO 

<D  *3 

■S  i2 

co  »3 

S 

°"  o 

c  -o 

2  o 

CO  <S> 

■a  a 

E  ; 

to  "3 

2  3 

O  O 

U  X 

w 

§£ 

w  cq 

C8  ^ 
Ui  ' 

03  «2 

<u  o 

oo  o 


Oh 

03 


OJ 

■5 


a 

c 

TO 

O 

<u 

X 


3 
■3 

u 
X 

u 
on 

OJ 

u 
U- 


X 
0- 

■3 


03 


c 

03 
Q 

a 


•3 

C/3 

too 

2 

•3 


§  "3 

<u 

-5  § 
—  o 

33  CJ 


*  3 

EC  -3 


4) 
3 

O1 


T3 

at 

c 

C3 
X 

U 
or 

3 


1 


OS  O 

u  < 
<  < 


3 

a- 


OJ 

c 

o 

T3 

co 
ol 


OO  ^ 

I— < 

.E  gu 

35 


c 

<D 
OJ 

X 

c 

c 

■3 

03 


03 


s  2 

3  I 

■s  i 

•a  o 

«  t3 

3  o3 

o  _ 

a 

^.  'X 

cn  O 

?  3 

CD  CD 
O  CD 
03  > 

Cu  £ 

V)  JJ 

■a  -S 


3  ^ 

1 1 

o3 


3  03 


OJ 
00 

3 
o 

,p 


.•3  or 

~  -a 

os  3 

Uh  X 

OS  a 

3-  i 

aj  3 

to  O 

C 

X  "3 


D. 
O. 

C3 

O 
3 

CO 

tu 
C 

-a 


< 
< 

< 

on 

< 


Ch 

3 
X 


Cl, 

u 


re 
X 

re 

■s 


re 

L_ 

c. 

o 


OJ 
-3 
re 


u 
re 

"tu 

u 

an 

cti 

>. 

re 
i— 

X 

D. 

•3 

T3 

_0J 

ase 

■3 

i 

X 

X 

o 

| 

X 

'5. 

:ion 

hos 

CO 

re 

U 

3 

>> 

3" 

X 

this 

JO)  X 

■3 

5 

3 

O 

X 

CO 

emi 

•3 

o 

re 

o 
re 

00 

< 


in 


u 

o 
re 
D. 

CO 

U 

O/J 

re 


C 
o 

01} 


•3 
■3 

< 


01  od 


to 


0> 

'i 

to 


c 

01 

E 

E 
o 

U 


c 

« 

Q 

c 

o 


o> 
3 


a. 

c/5 


_  -a 
>>  0> 

b  § 

U 


CO 


_oj 
'u 
o 
to 


2 

< 
< 

CO 

U  to 
<  < 


o 


H 


c. 
c 

o 
c 


Q. 


u 


c 

o 


•5 
c 


-o 

01 

•a 


01 


O  n 


Efl 


C 

w  g- 


< 


o 
Q 


^  -a 

a>  eg 

c  = 

3 


o 


2 
c 

ai 

E 

E 

e 
U 


c 

o 


c 

c 


1) 


x: 

is 

B 

O 

« 
'E 


3 

0 


u 
1c 


3  M 


Societies  Providing  Comments  on  the  Survey  of  Practice  Costs 

American  Pediatric  Medical  Association  (APMA) 

American  Society  of  Clinical  Oncology  (ASCO) 

American  Society  of  Transplant  Surgeons  (ASTS) 

American  Medical  Association  (AMA) 

Sacramento  Radiology  Medical  Group,  Inc.  (SRMG) 

American  Academy  of  Family  Physicians  (AAFP) 

American  Academy  of  Child  and  Adolescent  Psychology  (AACAP) 

Medical  Group  Management  Association  (MGMA) 

American  Academy  of  Physical  Medicine  and  Rehabilitation  (AAPM&R) 

American  Society  of  Anesthesiologists  (ASA) 

American  College  of  Obstetricians  and  Gynecologists  (ACOG) 

American  Academy  of  Neurology  (AAN) 

American  College  of  Rheumatology  (ACR) 

College  of  American  Pathologists  (CAP) 

American  Psychiatric  Association  (APA) 

American  Society  of  Internal  Medicine  (ASIM) 

American  Academy  of  Orthopaedic  Surgeons  (AAOS) 

American  Sleep  Disorders  Association  (ASDA) 

Joint  Council  of  Allergy  and  Immunology  (JCAI) 

National  Association  of  Portable  X-Ray  Providers  (NAPXP) 

The  Society  of  Gynecological  Oncologists  (SGO) 

American  Geriatrics  Society  (AGS) 

Association  of  Freestanding  Radiation  Oncology  Centers  (AFROC) 
American  Gastroenterological  Association  (AGA) 

American  Academy  of  Otolaryngology-Head  and  Neck  Surgery,  Inc  (AAO-HNS) 

American  Academy  of  Pediatrics  (AAP) 

American  College  of  Surgeons  (ACS) 

American  Urological  Association  (AUA) 

The  Society  of  Thoracic  Surgeons  (STS) 

American  Academy  of  Dermatology  (AAD) 

American  College  of  Cardiology  (ACC) 

American  College  of  Radiology  (ACR) 

American  Academy  of  Pediatrics  (AAP) 

Osteoporosis  Diagnostic  and  Monitoring  Center  (ODMC) 

University  of  California  at  San  Diego  Medical  Center  (UCSD) 

American  Medical  Directors  Association  (AMDA) 

American  Osteopathic  Association  (AOA) 

Harvard  University  School  of  Public  Health  (HUSPH) 

Washington  Orthopaedic  Services  (WOS) 

American  Association  of  Electrodiagnostic  Medicine  (AAEM) 

American  College  of  Emergency  Physicians  (ACEP) 

National  Association  for  Medical  Direction  of  Respiratory  Care  (NAMDRC) 

American  College  of  Chest  Physicians  (ACCP) 

American  Association  of  Neurological  Surgeons  (AANS) 

American  Academy  of  Ophthalmology  (AAO) 

Association  of  American  Medical  Colleges  (AAMC) 

Katz  and  Associates,  Inc. 

Bernie  Patashnick 

Maria  Greenwald,  M.D. 
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American  Medical  Association 


Physicians  dedicated  to  the  health  of  America 


James  S.  Todd.  MB 
Executive  Vice  President 


515  North  State  Street 
Chicago,  Illinois  60610 


312  464-5000 
312  464-4184  Fax 


July  18,  1995 


Bruce  VladecJc,  PhD 
Administrator 

Health  Care  Financing  Administration 
Department  of  Health  and  Human  Services 
Hubert  H.  Humphrey  Building 
200  Independence  Avenue,  SW 
Washington,  DC  20201 

Dear  Bruce: 

The  American  Medical  Association  (AMA)  has  been  calling  for  a  national  study  of  physicians' 
practice  expenses  since  1993.  We  are  extremely  pleased  that  the  Health  Care  Financing 
Administration  is  now  undertaking  this  study  through  its  contract  with  Abt  Associates  Inc.  The 
national  mail  survey  is  a  critical  component  of  the  overall  effort  to  develop  accurate  resource- 
based  practice  expense  relative  values.  The  AMA  is  committed  to  providing  whatever  assistance 
we  can  to  ensure  the  reliability,  validity,  and  usefulness  of  the  survey's  results. 


Sincerely, 


James  S.  Todd,  MD 


JST/sls 
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Attachment  D 
Technical  Expert  Group  (TEG)  Members 


Marc  Berk,  Ph.D. 

Vice  President  of  Health  Policy  Research 
Director,  Center  for  Health  Affairs 
Project  Hope 

7500  Old  Georgetown  Road 
Suite  600 

Bethesda,  MD  20814-6133 
Wrk:  (301)  656-7401 
Fax:         (301)  654-0629 

Allen  Dobson,  Ph.D. 
Vice  President 
Lewin-VHI,  Inc. 
9302  Lee  Highway,  Suite  500 
Fairfax,  VA  22031-1214 
Wrk:        (703)  218-5500 
Fax:         (703)  218-5501 

Dan  Dunn,  Ph.D. 

Research  Economist 

Program  in  Health  Care  Financing 

Harvard  University 

Holyoke  Center,  7th  floor 

1350  Massachusetts  Avenue 

Cambridge,  MA  02138 

Wrk:        (617)  496-8820 

Fax:         (617)  496-8833 

or 

Cambridge  Health  Economics  Group,  Inc. 
20  Burlington  Mall  Road 
Suite  455 

Burlington,  MA  01803 
Wrk:        (617)  273-5553 
Fax:         (617)  270-0164 


82 


Susan  Elliott 

(American  College  of  Physicians) 
Practice  Administrator 
Beacon  Health  Alliance 
960  East  3rd  St. 
Suite  200 

Chattanooga,  TN  37403 
Wrk:        (615)  756-3123 
Fax:         (615)  266-0889 

Josef  E.  Fisher,  M.D. 
(American  College  of  Surgeons) 
Christian  R.  Holmes  Professor 
Chairman,  Department  of  Surgery 
University  of  Cincinnati  Medical  Center 
Department  of  Surgery 
231  Bethesda  Avenue 
Cincinnati,  Ohio  45267-0558 
Wrk:        (513)  558-4202 
Fax:         (513)  558-4044 

Lawrence  J.  Harms,  FACMPE 
(American  College  of  Surgeons) 
Clinic  Administrator 

Seattle  Orthopaedic  and  Fracture  Clinic,  P.S. 
801  Broadway  10th  floor 
Seattle,  WA  98122 
Wrk:  (206)292-7550 
Fax:         (206)  292-7891 

Martin  Hickey,  M.D.,  M.S. 
(American  College  of  Physicians) 
Chief  Medical  Officer 
Senior  Vice  President 
Lovelace  Health  Systems 
5400  Gibson  SE 
Albuquerque,  NM  87108 
Wrk:        (505)  262-3135 
Fax:         (505)  262-7729 


Gregory  Kusiak,  M.B.A 

(American  College  of  Radiologists) 

Chief  Operating  Officer 

Sacramento  Radiology  Medical  Group,  Inc. 

3291  Ramos  Circle 

Sacramento,  CA  95827 

Wrk:        (916)  363-4040 

Fax:         (916)  369-6915 

Eric  Latimer,  Ph.D. 

Assistant  Professor  of  Health  Economics 
Program  in  Health  Care  Financing 
Holyoke  Center,  7th  floor 
1350  Massachusetts  Avenue 
Cambridge,  MA  02138 
Wrk:        (617)  496-8838 
Fax:         (617)  496-8833 

Email:  elatimer@hopts.harvard.edu  Harvard  University 

Henry  Miller,  Ph.D. 
President 

Center  for  Health  Policy  Studies 
9700  Patuxent  Woods  Drive 
Suite  100 

Columbia,  MD  21046 
Wrk:        (410)  381-4203 
Fax:         (410)  381-7653 

Gregory  Pope,  M.S. 

Senior  Economist 

Health  Economics  Research 

300  Fifth  Avenue,  6th  floor 

Waltham,  MA  02154 

Wrk:        (617)  487-0200  x  134 

Fax:         (617)  487-0202 

Email:  greg@her-cher.org 

Jim  Rodgers,  Ph.D. 

Director,  Center  for  Health  Policy  Research 

American  Medical  Association 

515  North  State  St. 

Chicago,  IL  60610 

Wrk:        (312)  464-4360 

Fax:         (312)  464-5849 
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Emmett  O.  Templeton,  M.D.,  F.A.C.R. 
(American  College  of  Radiologists) 
Chairman,  Board  of  Chancellors 
Baptist  Medical  Center,  Montclair 
Department  of  Radiology 
800  Montclair  Road 
Birmingham,  AL  35213 
Wrk:        (205)  592-5429 
Fax:         (205)  592-5211 

Stephen  Zuckerman,  Ph.D. 
Principal  Research  Associate 
Urban  Institute 
2100  M  Street  NW 
Washington,  D.C.  20037 
Wrk:        (202)  857-8679 
Fax:         (202)  223-1149 
Email:  szuckerm@uiurban.org 
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ATTACHMENT  E 
Background  on  the  Estimation  Objectives  of  the  Survey 

The  primary  use  of  the  practice  survey  in  the  project  is  to  measure  indirect  cost  totals  at  the  practice  level 
and  to  allocate  each  practice's  indirect  cost  to  the  individual  outputs  it  produces.  We  can  define  the  total 
cost  for  practice  "j"  as  the  sum  of  its  indirect  cost  and  direct  cost: 

Tq  =       iq  +  Dq 

Notating  an  individual  service  (of  "n"  HCPCS  codes)  with  the  index  "i",  the  practice's  direct  costs  are 
the  overall  sum  of  all  services  of  the  service-specific  direct  cost  multiplied  by  the  quantity  of  that  service 
produced: 

so  that  its  total  costs  are  equal  to: 

Tq       =     iq  +    j  (DCj^Qji) 

The  allocation  process  will  assign  the  indirect  costs,  iq,  to  each  of  the  service  codes  produced  by  the 
practice  by  using  an  allocation  method  which  exactly  exhausts  indirect  costs  over  the  output  produced  by 
the  practice.  Defining  Ajj  as  the  allocation  factor  for  practice  j  and  service  i,  we  can  write  the  expression 
for  practice  j's  average  indirect  allocation  for  a  specific  service  code: 

icjS       =  aq*Ap)/Qi 

so  that 

iq  =       2^  ICpQj, 

The  Ajj  depends  on  the  allocation  method  used,  but  we  can  express  it  generally  as  being  defined  by  the 
system  of  allocation  weights  and  the  mix  of  services  produced  by  the  practice: 

Ajj  =  [W1Qj,/(?i»1W1*Qjl)] 
so  that  the  estimated  indirect  cost  for  a  service  at  the  practice  level  is: 

iq,       =     rcyWQj,  /  (S^w^i/Op 
iq*[w,  /  (Sj^w^Qji)] 

We  seek  to  estimate  the  mean  across  practices  of  this  measure  for  each  service3: 


As  discussed  in  our  proposal,  this  estimate  will  be  made  only  for  services  with  significant 
volumes.  Other  estimation  methods  will  be  used  for  low  volume  services. 
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=  Ej™  {ICj*[Wi  /  (S^W^^/m 
=  W,  *{XJj»  [iq  /  (S^W^O/m 


Thus  we  see  that  the  estimates  depend  on  the  following  factors: 


The  level  of  indirect  cost  in  the  practices 

The  vector  of  services  produced  by  the  practices 

The  allocation  weight  used  to  assign  indirect  cost  to  specific  services 


It  is  all  three  of  these  factors  together  that  determine  the  estimates.  Thus,  it  is  not  strictly  the  level  of 
indirect  costs  that  is  relevant,  nor  the  fraction  of  total  cost  represented  by  indirect  cost,  but  the  level  of 
indirect  costs  relative  to  the  total  output  of  the  practice  as  weighted  by  the  allocation  weights.  For 
convenience,  we  describe  this  ratio  of  indirect  cost  to  the  allocation  weighted  practice  output  as  the 
Indirect  Cost  Allocation  Ratio,  or  ICAR. 


This  value  clearly  depends  on  the  set  of  allocation  weights  Wi5  which  are  defined  by  the  allocation 
method.  Some  candidates  for  allocation  weights  are: 


The  distribution  of  these  ratios  across  practices  will  vary  depending  on  the  allocation  method  used. 

Given  that  a  key  issue  for  the  practice  expense  project  is  the  allocation  method,  and  that  this  method  will 
not  be  decided  upon  until  well  after  the  survey  is  fielded,  we  will  pursue  a  stratification  and  sampling 
approach  that  is  robust  to  the  method  of  allocation.  Such  an  approach  will  not  be  optimal  for  any  one 
allocation  method,  but  will  be  serviceable  for  all.  Pursuing  a  stratification  that  was  optimal  for  one 
allocation  method  could  produce  very  high  estimation  variances  for  estimates  using  another  allocation 
method.  A  more  robust  stratification  will  focus  on  the  mix  of  services  in  a  practice  and  the  practice's 
size. 

Similarly,  while  an  optimal  sample  for  estimation  of  one  service  code's  indirect  cost  might  be  possible, 
no  single  sample  is  optimal  for  all  the  codes  we  are  to  estimate.  A  sample  that  is  robust  and  efficient 
in  this  regard  will  focus  more  heavily  on  commonly  performed  services. 

The  key  characteristic  of  the  practices  with  respect  to  the  estimation  is  the  "mix  of  services,"  defined 
more  formally  as  the  service  vector  Q  =  Ql9  Q2,  Qn  for  the  n  HCPCS  services  included  in  the  study. 
It  is  important  that  the  strata  define  practices  with  similar  patterns  of  services  provided  so  that  the 
variances  of  service-specific  estimates  are  not  inflated  due  to  zero  volumes  for  some  practices. 


ICAR 


iq/CS^w^Qjj) 


physician  work 

physician  work  plus  direct  cost 
physician  time 
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Federal  Register  /  Vol.  60.  No.  151  /  Monday,  August  7,  1995  /  Notices 


2.  The  date  an  application  was 
initially  submitted  with  respect  to  the 
device  under  section  515  of  the  Federal 
Food.  Drug,  and  Cosmetic  Act  (21  U.S.C. 
360e):  February  20.  1992.  The  applicant 
claims  November  19. 1991,  as  the  date 
the  p remarket  approval  application 
(PMA)  for  Excuned™  UV200LA/SVS 
APEX  Excimer  Laser  Systems  was 
initially  submitted.  However,  FDA 
records'  indicate  that  PMA  P910067 
submitted  on  November  19, 1991.  was 
incomplete.  FDA  refused  this 
application  and  notified  the  applicant  of 
this  fact  by  letter  dated  February  7, 
1992.  The  completed  PMA  was  then 
submitted  on  February  20. 1992.  which 
is  considered  to  be  the  PMA  initially 
submitted  date. 

3.  The  date  the  application  was 
approved:  March  10, 1995.  FDA  has 
verified  the  applicant's  claim  that  PMA 
P910067  was  approved  on  March  10, 
1995. 

This  determination  of  the  regulatory 
review  period  establishes  the  maximum 
potential  length  of  a  patent  extension. 
However,  the  U.S.  Patent  and 
Trademark  Office  applies  several 
statutory  limitations  in  its  calculations 
of  the  actual  period  for  patent  extension. 
In  its  application  for  patent  extension, 
this  applicant  seeks  609  days  of  patent 
term  extension.  . .  . 

Anyone  with  knowledge  that  any  of 
the  dates  as  published  is  incorrect  may, 
on  or  before  October  6, 1995.  submit  to 
the  Dockets  Management  Branch 
(address  above)  written  comments  and 
ask  for  a  redetermination.  Furthermore, 
any  interested  person  may  petition  FDA. 
on  or  before  February  15, 1996,  for  a 
determination  regarding  whether  the 
applicant  for  extension  acted  with  due 
diligence  during  the  regulatory  review 
period.  To  meet  its  burden,  the  petition 
must  contains ufficient  facts  to  merit  an 
FDA  investigation.  (See  H.  RepL  857, 
part  1,  98th  Cong.,  2d  sess.,  pp.  41-42, 
1984.)  Petitions  should  be  in  the  format 
specified  in  21  CFR  10.30. 

Comments  and  petitions  should  be 
submitted  to  the  Dockets  Management 
Branch  (address  above)  in  three  copies 
(except  that  individuals  may  submit 
single  copies)  and  identified  with  the 
docket  number  found  in  brackets  in  the 
heading  of  this  document.  Comments 
and  petitions  may  be  seen  in  the 
Dockets  Management  Branch  between  9 
am.  and  4  p.m.,  Monday  through 
Friday. 

Dated:  July  28. 1995. 
Stuart  L.  Nightingale, 

Associate  Commissioner  for  Health  Affairs. 
(FR  Doc.  95-19425  Filed  8-*-95;  8:45  am] 

atUJNQ  CODE  4160-01-F 


Health  Care  Financing  Administration 

Public  information  Collection 
Requirements  Submitted  for  Public 
Comment  and  Recommendations 

AGENCY:  Health  Care  Financing 
Administration.  HHS! 

In  compliance  with  the  requirement 
of  section  3506(c)(2)(A)  of  the 
Paperwork  Reduction  Act  of  1995.  the 
Health  Care  Financing  Administration 
(HCFA),  Department  of  Health  and 
Human  Services  (HHS),  is  publishing 
the  following  summaries  of  proposed 
collections  for  public  comment 

1.  Type  of  Information  Collection 
Request:  Reinstatement,  with  change,  of 
a  previously  approved  collection  lor 
which  approval  has  expired;  Title  of 
Information  Coiiection.-.Altemative 
Quality  Assessment  Survey;  Form  No.: 
HCFA-667;  Use:  This  survey  is  used  in 
lieu  of  an  onsite  survey  for  those 
Clinical  Laboratory  Improvement 
Amendments  of  1988  (CLIA) 
laboratories  with  good  performance 
determined  by  their  last  onsite  survey, 
and  is  designed  to  screen  laboratories 
and  alert  HCF A  to  where  an  onsite 
inspection  is  vital.  The  survey  has  been 
revised  to  reflect  CLIA's  streamlined 
inspection  process,  to  reduce  burden 
and  improve  the  CLIA  system  by 
rewarding  good  performance. 
Frequency:  Annually;  Affected  Public: 
Business  or  other  for  profit,  not  for 
profit.  Federal  Government,  State,  local,- 
or  tribal  government;  Number  of 
Respondents:  4.000;  Total  Annual 
Hours:  6,000. 

2.  Type  of  Information  Collection 
Request:  New  collection;  Title  of 
Information  Collection:  Data  Collection 
and  Analysis  for  Generating  Procedure 
Specific  Cost  Estimates;  Form  No.: 
HCFA  R-181;  Use:  The  Survey  of  . 
Practice  Costs  is  a  survey  of  provider 
practices  whose  services  are  covered  by 
the  Medicare  Fee  Schedule  (MFS).  The 
data  collected  from  this  survey  will 
enable  HCFA  to  meet  its  congressional 
mandate  to  develop  resource-based      , ; 
practice  expense  relative  value  unit  - 
estimates  for  the  MFS  by  1998;  :••:<>'• 
Frequency:  Annually;  Affected  Publici- 
Individuals  or  households,  business  or 
other  for  profit;  Number  of  Respondents: 
3.500;  Total  Annual  Hours:  10.500. 

To  request  copies  of  the  proposed 
paperwork  collections  referenced  above, 
call  the  Reports  Clearance  Office  on 
(410)  786-1326.  Written  comments  and 
recommendations  for  the  proposed 
information  collections  should  be  sent 
within  60  days  of  this  notice  directly  to 
the  HCFA  Paperwork  Clearance  Officer 
designated  at  the  following  address:  . 
HCFA,  Office  of  Financial  and  Human 


Resources,  Management  Planning  and 
Analysis  Staff.  Attention:  John  Burke, 
Room  C2-26-17,  7500  Security 
Boulevard.  Baltimore,  Maryland  21244— 
1850. 

Dated:  jury  31. 1995. 
Kathleen  B.  Larson, 

Director.  Management  Planning  and  Analysis 
Staff.  Office  of  Financial  and  Human 
Resources:  Health  Care  Financing 
Administration. 

(FR  Doc.  95-19391  Filed  8-4-95:  8:45  ami 
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National  Institutes  of  Health 

National  Center  for  Research 
Resources;  Notice  of  Meeting  of  the 
Board  of  Scientific  Counselors,  NCRR 

Pursuant  to  Pub.  L.  92-463,  notice  is 
hereby  given  of  the  meeting  of  the  Board 
of  Scientific  Counselors,  National 
Center  for  Research  Resources,  August 
30, 1995,  in  Building  45,  Room  A, 
National  Institutes  of  Health,  Bethesda. 
Maryland. 

This  meeting  will  be  open  to  the 
public  from  8:00  a.m.  to  12  noon  for  the 
review  of  the  Intramural  Research 
Program.  Attendance  by  the  public  will 
be  limited  to  space  available. 

In  accordance  with  the  provisions  set 
forth  in  sec.  552b(c)(6),  Title  5.  U.S.C 
and  sec.  10(d)  of  Pub.  L.  92-463.  the 
meeting  will  be  closed  to  the  public  on 
August  30  from  1:00  p.m.  to 
adjournment  for  the  review,  discussion 
and  evaluation  of  individual  programs 
and  projects  conducted  by  the  National 
Institutes  of  Health,  including 
consideration  of  personnel 
qualifications  and  performance,  the 
competence  of  individual  investigators, 
and  similar  items,  the  disclosure  of 
which  would  constitute  a  clearly 
.  unwarranted  invasion  of  personal 
privacy. 

Ms.  Sonja  Shorts,  Assistant  to  the 
Executive  Secretary.  NCRR,  Building  12. 
Room  12A.  National  Institutes  of  Health, 
Bethesda.  Maryland.  20894-2425.  Area 
Code  301.  496-6023,  will  provide  a  -  , 
summary  of  the  meeting  and  a  roster  of 
the  Board  members  and  substantive 
program  information  upon  request. 
Individuals  who  plan  to  attend  the  open 
session  and  need  special  assistance, 
such  as  sign  language  interpretation  or 
other  reasonable  accommodations, 
should  contact  Ms.  Shorts  in  advance  of 
the  meeting.  *  '  '■ 

Dated:  August  2, 1995. 
Susan  K.  F  el  dm  an,  . 
Committee  Management  Officer,  A/ZH. 
(FR  Doc  95-19406  Filed  8-4-95;  8:45  am) 
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Example  Advance  Letter 


[Practice  Administrator  Name]  January.  1996 

[Practice  Name] 
( Address] 

[City],  [State]  [Zipcode] 


Dear  [Practice  Administrator  Name]: 


Your  practice  is  one  of  over  5.000  group  and  solo  health  provider  pracuces  randomly  selected  to 
participate  in  the  Survey  of  Pracuce  Costs.  This  study  is  sponsored  by  the  Health  Care  Financing 
Administration  (HCFA)  of  die  U.  S.  Department  of  Health  and  Human  Services,  and  is  conducted  by  Abt 
Associates  Inc.  This  survey  will  collect  aggregate  practice  cost  information,  pracuce  service-mix  and 
practice  characteristic  data.  Under  the  Social  Security  Amendments  of  1994.  the  Secretary  of  Health  and 
Human  Services  is  mandated  to  develop  a  methodology  for  implemenmting  a  resource-based  system  for 
detemiinmg  Medicare  Fee  Schedule  practice  expense  relative  values  for  physician  services.  Tliis  survye 
will  be  one  source  of  data  that  will  be  used  to  develop  these  resource-based  relative  values  for  practice 
expenses. 

HCFA  has  engaged  Abt  to  collect  and  analyze  data  used  to  develop  resource-based  practice-expense 
relative  values  for  the  6.100  codes  defined  in  die  HCPCS  classification  of  services.  Participation  in  die 
siudv  is  voluntary.  However,  your  cooperation  in  completing  die  survey  is  critical  so  diat  die  resulting 
data  are  as  accurate  as  possible. 

Within  two  weeks,  you  will  be  contacted  by  Abt  Associates  and  asked  a  few  questions  to  determine  if 
your  practice  is  eligible  for  the  study.  If  your  practice  is  eligible,  a  questionnaire  will  be  mailed  to  your 
practice  along  widi  a  diskette  for  you  to  provide  service-mix  data.  We  estimate  diat.  on  average,  die 
survey  will  lake  approximately  xxx  hours  of  manager  (or  combined  clinical/manger)  time  to  complete. 

The  mlormation  you  provide  will  be  kept  confidential,  and  will  not  be  disclosed  in  identifiable  form  to 
anyone  hut  Abt  Associates,  or  as  provided  by  law.  Under  the  provision  of  Secuon  301(d)  of  the  Public- 
Health  Service  Act  (42  U.S.  Code  24 1  |d] ).  no  information  that  could  permit  the  identification  of  a 
participating  individual  may  he  released  by  Abi  Associates  Inc..  without  die  consent  of  die  affected  party. 


It  you  have  any  questions  about  the  study  you  may  call  our  toll-free  HELP  LINE  at  1-800-XXX-XXXX. 
and  ask  tor  Pat  Smith.  You  may  call  Monday  through  Friday  between  the  hours  ot  6:00  am  -  10:00  pm 
CST. 

Your  cooperanon  and  assistance  will  be  greatly  appreciated. 
Sincerely. 


Project  Director 


Example  Cover  Letter  Accompanying  Survey 


[Practice  Administrator  Name]  January.  1996 

[Practice  Name] 

[Address] 

[City].  [State]  [Zipcode] 


Dear  [Practice  Administrator  Name]: 

Thank  you  tor  your  participation  in  the  Survey  of  Practice  Costs.  This  study  is  sponsored  by  the  Health 
Care  Financing  Administration  (HCFA)  of  the  U.  S.  Department  of  Health  and  Human  Services,  and  is 
conducted  by  Abt  Associates  Inc.  The  purpose  of  the  survey  is  to  collect  aggregate  practice-level  costs 
st i  that  indirect  costs  can  be  allocated  to  patient  services.  In  addition,  the  survey  requests  service-mix  data 
on  machine-readable  diskettes.  Enclosed  in  this  packet  is  a  copy  of  the  quesnonnaire.  a  diskette  for  you 
to  provide  service-mix  data,  and  a  return  envelope  for  you  to  mail  the  completed  questionnaire  and 
diskette. 

HCFA  has  engaged  Abt  Associates  Inc.  to  conduct  a  study  to  assist  it  in  collecting  and  analyzing  data  that 
can  he  used  in  developing  resource-based  pracuce-expense  relative  values  for  the  approximately  8.500 
codes  delined  in  the  Current  Procedural  Terminology  (CPT).  as  well  as  alpha-numenc  HCPCS  services, 
contained  in  the  MFS.  Participation  in  the  survey  is  voluntary.  However,  your  cooperauon  in  completing 
the  survey  is  critical  so  that  the  study  results  represent  your  practice  and  practices  similar  to  yours.  Data 
from  this  survey  will  he  used  to  adjust  reimbursement  levels  in  the  Medicare  Fee  Schedule. 

We  are  interested  in  capturing  aggregaie  practice-level  costs  incurred  by  your  practice  during  the  last 
complete  calendar  or  fiscal  year.  Make  sure  that  you  record  die  beginning  and  ending  dates  of  this 
reporting  period  on  the  front  cover  of  die  survey. 

The  survey  should  be  completed  by  the  person(s)  in  your  office  most  knowledgeable  regarding  practice 
costs.  You  may  want  to  have  some  documentation  at  hand  to  complete  the  questions  in  diis  survey.  Such 
documents  may  include,  but  are  nol  limited  to:  recent  tax  returns  and  other  supporting  financial 
information,  payroll  information,  billing  information,  etc. 

The  survey  includes  detailed  instructions  on  how  to  complete  question  items,  and  definitions  for  many  of 
the  terms  used  diroughout  die  questionnaire  (see  Definition  of  Terms  and  Question-Specific  Instructions). 
Instructions  for  providing  service-mix  data  are  provided  in  section  three  of  die  questionnaire.  We  estimate 
that  the  survey  will  take  about  three  hours  to  complete. 


Plea.se  he  as  accurate  as  you  can  in  reporting  die  information  in  the  survey.  We  realize  that  you  may  not 
always  be  able  to  pmvide  answers  based  upon  data  tiiat  you  have  at  your  disposal-in  some  instances  you 
may  only  be  abie  to  provide  estimates.  However,  we  encourage  you  to  provide  informed  esumates  based 
on  existing  documents  (e.g..  tax  returns,  financial  records). 

If  you  have  any  questions  about  the  study,  or  if  you  need  help  in  completing  the  survey  information, 
please  feel  free  to  call  our  toll-free  HELP  LINE  at  1-800-XXX-XXXX.  and  ask  for  Pat  Smith.  You  may 
call  Monday  tiirough  Friday  between  the  hours  of  6:00  am  -  10:00  pm  CST. 

Please  note  that  die  data  collected  will  be  used  for  research  purposes  only.  The  information  you  provide 
will  be  kept  confidential,  and  will  not  be  disclosed  in  identifiable  form  to  anyone  but  Abt  Associates,  or 
as  pnwided  by  law. 

Your  cooperation  and  assistance  is  greatly  appreciated. 


Sincerely. 


Project  Director 


September  20.  1995 


Abt 


SURVEY 
OF 

 PRACTICE  COSTS 

Abt  Associate*  Inc. 


Practice  Name 
Address  Line  1 
Address  Line  2 
City,  ST  ZIP 
DDI    I    I    I  I 


Your  response  to  this  survey  is  important.  The  data  you  provide  will  be  used  to  assist  in  developing  a  revised 
Medicare  Fee  Schedule  for  services  provided  by  you  and  other  health  care  practitioners. 

This  study  is  sponsored  by  the  Health  Care  Financing  Administration  (HCFA)  and  is  conducted  h\  Ahi 
Associates  Inc..  a  private  research  firm. 

All  data  collected  in  this  survey  will  he  confidential. 

Tins  questionnaire  should  be  completed  by  office  personnel  with  die  most  knowledge  ol  practice  costs.  This 
questionnaire  contains  die  following  sections: 

Section  I:  Practice  Characienstic:>  Page  2-<-> 

Section  II:  Practice  Costs  Page  7- 1  I 

Section  III:  Practice  Service-mix  DaD  Page  12-15 

Section  IV:  Summary  Information  Pape  Ifr 

Data  reported  in  all  sections  of  this  survey  should  reflect  activities  and  practice  costs  incurred  during  your 
pracuce  s  most  recent  fiscal  or  calendar  year  for  which  complete  data  are  available.  Please  enter  the  beginning 
and  ending  dates  of  this  reporting  period. 

Beginning  Date:   /  /   Ending  Date:   /  /  

Please  return  by: 

HELPLINE:    •         (800)  xxx-xxxx      FAX  (312)  621-3840 

•  Ask  tor  Pat  Smith 

•  Hours — 6:00  am  -  10:00  pin  CST.  Mondav  through  Friday 


GENERAL  INSTRUCTIONS 


September  20  1  995 


If  more  than  one  individual  in  the  practice  has  received  this  questionnaire,  please  call  the  HELP  LINE 
The  questionnaire  should  be  completed  only  once  for  the  entire  practice. 

If  your  practice  has  more  than  one  site,  please  respond  for  all  locations.  If  your  practice  shares  space  or 
other  expenses  with  another  practice,  include  only  your  practice's  share  of  the  expenses. 

For  purposes  of  this  survey,  the  term  "physician"  refers  to  a  provider  who  bills  direcdy  to  Medicare,  thai 
is.  a  Medical  Doctor  (MD).  Doctor  of  Osteopathy  (DO),  Dentist,  Chiropractor.  Podiatrist.  Optometrist. 
Clinical  Psychologist.  Clinical  Social  Worker,  or  Physical  Therapist  (only  if  the  Physical  Therapist  bills 
Medicare  direcdy). 

Please  answer  all  questions  as  completely  as  possible.  You  may  send  supporting  documentation  (such  as 
payroll  listings)  if  they  clarify  your  responses. 

11  no  costs  were  accrued  tor  a  particular  line  item.  Uien  please  place  a  "0"  on  die  appropriate  line    II  a 
particular  line  item  is  NOT  APPLICABLE  to  your  practice.  Uien  please  write  "NA"  on  the  appropriate  line 
This  leLs  us  know  that  the  item  was  NOT  overlooked.  If  you  do  not  know  the  answer  to  a  quesuon  call  our 
HELP  LINE. 

Refer  to  the  Definiuon  of  Terms  and  Question-Specific  Instructions  provided  with  diis  questionnaire. 

Please  make  and  retain  a  copy  of  the  completed  questionnaire  and  any  additional  informauon  diat  vou  have 
chosen  to  include  with  the  survey.  If  we  have  any  questions  once  you  have  returned  the  survey,  ii  will  be 
helpful  if  you  have  a  complete  copy  of  these  documents. 

Please  use  the  enclosed  diskettes  to  provide  service-mix  data  (Section  ID). 

A  postage-paid  return  envelope  is  enclosed  for  your  convenience. 


THANK  YOU  FOR  YOUR  COOPERATION 
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I.    Practice  Characteristics 


For  items  1-4,  please  check  Uie  smtiU'  category  in  each  item  dial  best  described  this  practice  in  die  reporting  year 
you  indicated  on  die  cover  page. 


1 .    Size  and  specialty  composition 

a.  Solo  practice 

b.  Single  specialty  group  practice 

c.  Multi-specialty  group  practice 


CHECK  ONE 
□ 

□ 

□ 


2.  Ownership 


a  Phvsician-owned 


h.  Private  hospital 


c  Odier  corporate 


d.  Medical  school,  college  or  university 


e.  Government 


f.    Other  (Describe 


CHECK  ONE 


□ 
□ 


3.    Legal  organization 


a.  Sole  proprietorship 


b.  Partnership 


c.  For-profit  corporation 


d.  Non-pro fn  corporaiion/loundaiion 


e.    Other  (Describe 


CHECK  ONE 
□ 

□ 


PLEASE  REVIEW  DEFINITIONS  AND  CALL  THE  HELP  LINE  WITH  QUESTIONS  800-XXX-XXXX 

2 


September  20  1995 


4.     Academic  affiliation 


a.  None 


h.  Medical  school 


CHECK  ONE 


□ 

□ 


c.  Teaching  hospital  residency  program 


d.  Foundation- based  residency  program 


e.  University  student  healdi  center 


5.    The  following  list  describes  different  features  of  medical  practice.  For  each,  check  whether  or  not 
the  feature  described  this  practice. 


a.  Traditional  freestanding  medical  practice 


b.  Hospital-based  practice 


c.  Medical  school  faculty  pracuce  plan 


d.  Pracuce -operated  residency  program 


YES 

□ 

□ 
□ 
□ 


NO 

□ 

□ 
□ 


c.   Freestanding  anihulau>r\  surgery  center 


!    Urgent/immediate  care  practice 


g.  Stall  model  healdi  maintenance  organization  (HMO) 

h.  Captive  provider  pracuce  in  a  direct 
contracting  situation 

1.  Other  (Describe   ) 


□ 
□ 


□ 
□ 


PLEASE  REVIEW  DEFINITIONS  AND  CALL  THE  HELP  LINE  WITH  QUESTIONS  KIMI-XXX-XXXX 
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10.  If  your  practice  included  multiple  sites,  please  provide  the 

number  of  sites.   Number  oi  sues 


11.  During  the  reporting  year,  what  was  the  square  footage  of  this  practice,  including  all  sites? 
The  square  footage  in  each  column  should  equal  the  total  square  footage. 


Total  Square  Footage: 

A.  Ownership 

B.  Use 

Owned 

Clinical  Space   

Leased 

Non-Clinical  Space 

Neither  Owned  nor  Leased 

In  the  following  question  we  are  seeking  information  to  describe  your  practice's  payor  mix  and  methods 
of  payment. 

12.  During  the  reporting  year,  approximately  what  proportions  of  patient  care  net  revenues  (i.e., 
collections  following  any  contractual  adjustments)  were... 


a.  Undiscounted  Fee-for-service 

b.  Discounted  Fee-for-service  (excluding  Medicare  and  Medicaid) 

c.  Medi  care  icxcludiriL'  capitation  plansi 

d.  McdiLaid  icxuuiliiiL-  <..i|>n.iu<iii  pLuisi 

c.  Private  nsk-slurini;  t.>ina  iium  ...ipiluioh  ,  - .  iMtkupi- pritin^) 

I.  Capitation  (excluding  siup  ins>) 

•I.  Other  (Describe  ) 


% 


<7, 
•/, 
'/, 


PLEASE  REVIEW  DEFINITIONS  AND  CALL  THE  HELP  LINE  WITH  QUESTIONS  800-XXX-XXXX 
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U.  Practice  Costs 


In  this  section,  please  report  practice  costs  incurred  during  the  iasi  complete  calendar  or  fiscal  vcar  dial  you 
indicated  on  die  cover  page.  Some  oi  this  information  can  be  hased  on  recent  tax  returns  and  tidier  cxisunu 
financial  records. 

11  your  pracuce  operates  revenue-generating  services  not  covered  by  die  Medicare  Fee  Schedule.  /;;,  Uute  die  cosis 
ol  diese  services  ui  the  totaJ  cosls  you  report  m  Items  I  -4  as  well  as  reporting  these  costs  separate!)  in  Items  5-K 

1 .    Total  practice  expenses,  excluding  saJaries  and  fringe  benefits  of 

physicians  and  other  providers  who  can  bill  directly  to  Medicare  (This 

figure  should  be  the  sum  of  all  costs  reported  in  Items  2-4.)  $ 


2.   Labor  Costs 

TOTAL  LABOR  COSTS:  Please  record  total  labor  expenses  (salaries,  wages,  fringe  benefits)  excluding 
compensation  for  physicians  (refer  to  definition  of  physician  on  page  1 ).  Column  1  of  this  row  should  equal  the 
sum  at  annual  salaries/wages  in  rows  B  and  C.  Column  2  of  this  row  shouJd  equal  the  sum  of  frm2e  benefits  in 
rows  d  and  C. 

ROW  A:  DO  NOT  COMPLETE  COLUMNS- 1  AND  2.  In  columns  3-6  estimate  the  percentage  ol  nn,e 
devoted  by  physicians  to  die  functions  identified  in  die  columns  (Patient  Services.  Practice  Management 
billings/Records,  and  ResearchvTeaching/Training). 

ROWS  B  and  C:  hi  columns  |  and  2.  record  total  salaries  and  tringe  benefits  lor  die  labor  caic-oncs  in  each 
row.  IJ  an  individual  tits  in  more  dian  one  row.  record  expenses  in  the  row  that  best  describes  hut  md.v.dual 
In  columns  ,-6.  esumate  die  percentage  ol        each  group  devotes  ,o  die  tunctions  indicated  in  die  columns. 

3.     Contracted  Services  by  Function 

™^  C°ShTS  °F  CONTRACTED  SERVICES:  Record  total  expenses  for  contracted  services.  Column 
1  ot  this  row  should  equal  the  sum  of  contracted  services  in  rows  A-C. 

Rn^t  k  ^  C°lWm  1 '         eXPCnSeS  m  r°W  f°r  physiaan' olher  cluucal-  ^d  non-clinical  services 

contracted  by  your  pracuce.  In  columns  2  through  5,  please  esumate  the  percentage  of  expenses  in  each  cost 
category  devoted  to  the  funcuons  indicated  in  the  columns.  ^ 


PLEASE  REVIEW  DEFINITIONS  AND  CALL  THE  HELP  LINE  W,TH  QUESTIONS  K.H.-XXX.XXXX 
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4.  Total  Non-labor  Costs  (Exclude  costs  reported  in  2  or  J) 

A.    Total  Equipment  Costs:  (annual  IKS  allowable  depreciation  and 

interest  based  on  IRS  rules,  lease  payments,  maintenance  costs,  and  service 
contracts) 

1.  Clinical  Equipment  (used  in  the  direct  provision  ol  patient  care, 
e.g..  all  equipment  in  exam  rooms,  unaging  equipment,  lah  equipment  I 

2.  Non-Clinical  Equipment  (office  equipment  such  as  computers, 
copiers,  desks,  telephones,  postage  machines  I 

3.  Furnishings  (all  capital  items  not  included  above,  e.g..  leasehold 
improvements) 


Annual  Practice  Costs 

$   __ 


B.  Total  Supply  Costs: 

1.  Clinical  Supplies 

a.  Not  resold  to  paUentS  (e.g..  bandages,  sutures,  tubing, 
pharmaceuticals,  media.  X-ray  film) 

b.  Resold  to  paUentS  le.g..  hearing  aids,  conoid  lenses, 
pharmaceuticals  i 

2.  Non-Clinical  Supplies  ie.g..  sumps,  office  supplies  waning 

mum  turnishings  i 

C.  Total  Facility  Costs:  (e.g..  rent  or  mortgage,  utilities,  property  tax. 
maintenance,  properrv  insurance,  building  Liabiurv  insurance) 


D.  Physician  s  Malpracuce  Insurance 


E.   Non-Physician's  Malpractice  Insurance 


F.    Other  Professional  Costs  (e.g..  professional  dues/licenses,  continuing 
medical  education  I 


G.  Total  Other  Practice  Costs  (e.g..  practice  acquisition  costs. 

marketing  costs) 

1 .  Other  (Describe)   

2 .  Other  1 1  Wnix- 1  

3.  Other  (Describe) 


PLEASE  REVIEW  DEFINITIONS  AND  CALL  THE  HELP  LINE  WITH  QUESTIONS  800-XXX-XXXX 
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IF  THIS  PRACTICE  OPERATED  ANY  REVENUE-GENERATING  SERVICES  NOT  COVERED  BY  THE 
MEDICARE  FEE  SCHEDULE  (E.G.,  PHYSICIAN  OFFICE  LABORATORY,  PHARMACY,  OPTICIAN 
SERVICES),  ANSWER  ITEMS  5-8  FOR  THESE  SERVICES,  OTHERWISE  SKIP  TO  ITEM  9. 


5.  Total  Annual  Labor  Costs 


Total  Labor  Costs 

Annual  SalanesAVaees 

Fnnee  Benefits 

TOTAL  LABOR  COSTS 

$ 

$ 



A.       Non-physician  clinical  providers 

S. 

B.        Non-clinical  ManagemeniyAdininisirauon 

*> 

6.   Total  Annual  Costs  of  Contracted  Services 

$ 

A.  Non-physician  clinicai  services 

$ 

B.   Non-clinical  services 

$ 

7.  Total  Annual  Non-labor  Costs 

$ 

A.    Total  Equipment:  (annual  depreciation  and  interest  based 
on  IRS  rules,  lease  payments,  maintenance  costs,  and  service 
contracts) 

$ 

1.     Clinical  Equipment  (used  in  the  direct  provision  of 
patient  care.  e.g..  all  equipment  in  exam  rooms,  imaging 
equipment,  lah  equipment ) 

$ 

2.    Non-Clinical  Equipment  toi'ikc  equipment  *uch 

av  computers  mpiers.  itesks.  telephones.  posUi.*,' 
machine*  i 

$ 

3.     Furnishings  tall  capiLiI  items  nm  incluileil  ahn\.   c.L- . 

*  

leasehold  tmprovemeniM 

B.  .  Total  Supply  Cusis:  % 

1.  Clinical  Supplies  $ 

2.  Non-Clinical  Supplies  (e.g.,  stamps,  office  $ 

supplies) 

C.  Total  Facility  Costs:  (e.g..  rent  or  mortgage.  $ 
u tiit ties,  property  tax.  maintenance,  property  insurance. 

building  liability  insurance  I 


PLEASE  REVIEW  DEFINITIONS  AND  CALL  THE  HELP  LINE  WITH  QUESTIONS  800-XXX-XXXX 
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X.    What  is  the  square  footage  allocated  to  this  service? 
Square  Footage 

TOTAL   

a.  Owned   

b.  Leased   

c.  Neither  Owned  nor  Leased   

Note:  a  +  b  +  c  should  equal  the  Total  Square  Footage 

9.   Are  the  costs  in  this  section  (items  1-8  above)  reported  on  a  cash  or  accrual  basis? 

CHECK  ONE 

a.  Cash  i_J 
h  Accrual 

c.  Both  □ 


PLEASE  REVIEW  DEFINITIONS  AND  CALL  THE  HELP  LINE  WITH  QUESTIONS  800-XXX-XXXX 
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HE  Practice  Service-mix  Data 


This  section  requests  counts  of  how  often  during  the  reporting  year  your  pracuce  provided  each  service  (e.g.. 
individual  CPT-4  or  other  HCPCS  codes)  in  the  office  and  other  settings  (e.g..  hospital  inpauent  department.  ER. 
ambulatory  surgery  center,  etc.). 

We  recognize  that  providing  tins  service-mix  data  may  be  difficult  and  wc  hope  to  minimize  the  time  required 
tn  complete  die  survey  and  still  receive  an  accurate  desenpuon  of  the  services  provided  by  your  practice.  Table 

I  (page  14)  describes  the  information  we  are  asking  you  to  provide.  If  you  cannot  supply  this  information  in  litis 
detail,  please  call  the  HELP  LINE. 

II  there  are  muluple  providers  in  your  pracuce.  we  preler  Uiat  die  information  you  supply  combines  die  service- 
mix  for  all  providers  in  the  pracuce  (rather  than  a  separate  report  tor  each  provider).  It  a  summary  is  not 
possible,  please  provide  the  data  for  each  individual  provider. 

Service  (Columns  A-B) 

Service  Code  (Column  A):  This  is  typically  a  Current  Procedural  Terminology  (CPT-4)  code  for  a  service, 
but  it  may  also  include  other  HCPCS  codes.  If  your  data  system  includes  labels  for  codes,  please  include  the 
label.  If  your  pracuce  uses  another  classification  of  services,  please  mclude  the  definitions  for  these  alternative 
service  codes  with  your  completed  survey  materials. 

The  service-mix  for  your  pracuce  should  include  clinical  services  your  practice  may  have  purchased  from  odier 
entities  and  all  billable  services  and  supplies.  We  do  not  need  any  breakdown  by  payor. 

Modifier  (Column  B  I 

Technical/Professional  Modifier:  Whenever  relevant,  provide  separate  counts  lor  services  billed  as 
professional,  technical,  and  glohal  components 

Anesthesia  Modifiers  for  Surgery:  Whenever  relevant,  provide  separate  counts  ol  surgical  services 
identified  widi  an  anesdiesia  modifier. 

All  Other  Modifiers:  If  your  records  contain  odier  modifiers,  you  do  not  need  to  exclude  diem. 

Counts  of  Services  (Columns  C-E) 

Site-of-Service:  Please  provide  separate  counts  for  services  performed  in  the  provider's  office  (Column  C) 
and  for  services  performed  in  all  other  settings  (Column  D).  Add  the  counts  for  both  settings  for  each  service 
code  and  record  it  in  the  Total  column  (Column  E). 


PLEASE  REV  IEW  DEFINITIONS  AND  CALL  THE  HELP  LINE  WITH  QUESTIONS  X00-XXX-XXXX 
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Table  1 


Example  of  Service-mix  Data  Submission 


Service 

Counts  of  Services 

A. 

Service  Code 

B. 

Site-of-ServiceJ 

E. 

Performed  in 
Total 

Modifier1 

r 

Performed  in 
Office 

n 

Performed  out  of 
Office2 

10040 

545 

0 

545 

17263 

14 

0 

14 

17263 

47 

12 

0 

12 

76705 

243 

0 

243 

76705 

26 

i) 

359 

76705 

TC/27 

7 

0 

8503 1 

2452 

0 

2452 

99201 

8.122 

3,245 

11.367 

Technical  component  services  have  a  modifier  of  TC  or  27 
Professional  component  only  services  have  a  modifier  of  2<S  (01  PC) 
( ilobal  services  have  neither  TC  nor  2b  as  modifiers 
Anesthesia  modifier  is  47 


<  Jul  nl  nttice  locutions  iniliulc  outpatient  hospital/clinic,  ambulators  surccrv  lciiict.  inpatient  hospital,  nursing  homes,  .nul  .ill  oihi-i 
non-office  sues 

If  service  volumes  hv  siic-of-servicc  arc  unavailable,  please  complete  Table  2  on  pace  I  S 


If  you  have  any  questions  regarding  our  request  (including  questions  about  sending  the  data  in 
computerized  format)  for  your  practice's  service-mix,  please  call  the  HELP  LINE  at  (800)  xxx-xxxx;  ask 
for  Pat  Smith. 


PLEASE  REVIEW  DEFINITIONS  AND  CALL  THE  HELP  LINE  WITH  QUESTIONS  800-XXX-XXXX 
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GUIDELINES  FOR  SUBMISSION  OF  SERVICE-MIX  INFORMATION 

It  would  be  most  helpful  to  us  for  you  to  provide  this  information  m  a  computerized  format.  If  this  is  not 
possible,  please  provide  a  printed  computer  report  or  legible  handwritten  format. 

Guidelines  for  Submitting  Electronic  Medium: 

•  3.5  or  5.25  uich  diskette 

•  Spreadsheet  (e.g.,  Lotus.  QuatroPro.  Excel),  database  (e.g..  DBASE.  Paradox),  or  ASCII  format 

•  Each  data  element,  listed  below  should  be  in  five  separate  fields: 

--  service  code 

--  modifier  (technical/professional,  anesthesia,  other) 
--  number  of  times  die  service  was  performed  in  the  office 
--  number  of  times  the  service  was  perf  ormed  in  odier  settings 
--  total  number  of  times  die  service  was  performed 

•  If  you  cannot  provide  die  data  in  die  formats  mentioned  above,  we  would  still  prefer  it  in  an  electronic 
medium.  We  are  familiar  widi  various  billing  systems  used  by  many  physician  practices  and  may  be  able 
to  help  you  access  die  service-mix  data  and  download  it  onto  a  diskette.  Feel  free  to  call  our  HELP  LINE. 

•  Lahel  all  materials  widi  format  information,  practice  name,  and  four-digit  ID  number  (see  front  of 
questionnaire ) 

Guidelines  for  Submitting  Hard-Copy  Medium: 

•  Printed  computer  report,  typed,  or  legible  handwritten  format 

•  If  possible,  list  data  in  ascending  order  of  service  code  (e.g..  CPT-4.  HCPCS) 

IF  YOU  ARE  UNABLE  TO  PROVIDE  SERVICE-SPECIFIC  FREQUENCIES  BY  SETTING 

hi  Table  2.  on  die  following  page,  please  list  your  practice's  25  most  common  CPT  Codes  (by  volume)  and  for 
each  code  estimate  die  percentage  of  services  diat  are  performed  in  die  office  and  out  of  die  office  during  a 
"typical"  niondi.  The  percentages  provided  in  each  row  should  total  \00c7, . 


PLEASE  REVIEW  DEFINITIONS  AND  CALL  THE  HELP  LINE  WITH  QUESTIONS  800-XXX-XXXX 
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Table  2 

Top  25  Services 
Percentage  of  Patient  Services  Performed  bv  Site-of-Service 


A.  Service  Code 

B.  Performed  in  Office 

C.  Performed  Out  of  Office* 

D.  TOTAL 

1 

% 

7, 

1009; 

i 

7c 

1009? 

V 

% 

7, 

100% 

4 

7c 

7, 

100*3? 

5. 

a 

7t 

II  )(.!/< 

% 

7c 

1 0(1*7 

7c 

7, 

[009? 

—  1 — ■ 

X 

7 

7, 

100% 

y. 

% 

7c 

100% 

m 

7c 

7c 

100% 

II. 

7c 

7, 

1009? 

12. 

9? 

7 

1009? 

13. 

7, 

7, 

1009? 

14 

% 

7, 

1009? 

15 

7, 

C7 

1009? 

i'ft 

q 

7, 

1009? 

17 

at 

ty 

1009? 

IX 

7, 

7, 

1009? 

lw 

7, 

7, 

1009? 

<■■/, 

7, 

1009? 

20. 

7, 

7, 

100% 

21. 

% 

7, 

100% 

23. 

9? 

7, 

100% 

24. 

7c 

7, 

100% 

25 

9? 

7, 

100% 

*  ( )ut  n!  office  locations  include  outpatient  hospital/clinic,  amhulatory  surgery  center,  inpatient  hospital,  nursing  homes  and 
all  other  non-office  sites. 


PLEASE  REVIEW  DEFINITIONS  AND  CALL  THE  HELP  LINE  WITH  QUESTIONS  800-XXX-XXXX 
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September  20.  1995 


IV.  Summary  Information 


1.  Please  indicate  the  time  that  it  took  vou  and  your  staff  to  complete  the  survey.  This  should  include  the 
time  needed  to  answer  all  survey  questions,  retrieve  data,  and  complete  any  computations. 


2.  In  completing  this  survey,  did  you  rely... 

a.  Primarily  on  Computerized  Records 

b.  Primarily  on  "Hard  Copy"  Records 

c.  About  Equally  on  Both  Types  of  Records  □ 

3.  Did  you  use  an  accountant  or  billing  service  in  the  completion  of  this  survey? 


4.     Please  provide  the  following  information. 

Physician  Name/Practice   

Primary 

Survey  Respondent   

Other  Contact  Name   

Survey  Respondent 

Phone  Number  (  )  

Fax  Number  (  )  


PLEASE  REVIEW  DEFINITIONS  AND  CALL  THE  HELP  LINE  WITH  QUESTIONS  KOH-XXX-XXXX 


Hours 


Yes 


□ 


No 
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Definition  of  Terms  and  Question-Specific  Instructions 


Definitions  for  many  of  the  terms  used  in  the  Survey  of  Practice  Costs  are  listed  below.  Definitions  for 
general  terms  are  provided  in  Part  I.  Definitions  for  specific  question  items  are  in  Pan  II.  Not  every  item 
in  the  questionnaire  has  a  definition  since  some  are  self-explanatory. 

Pan  II  lists  the  definitions  by  question  number  so  that  you  can  easily  find  a  definition  for  a  specific  term. 


Pan  1:  Definitions  of  General  Terms 


Practice:  A  "practice"  is  a  legal  entity  existing  to  provide  health  services  excluding 
institutional  providers  such  as  hospitals,  medical  schools  or  long-term  care  laciiitics  A 
practice  may  consist  of  a  solo  practitioner,  two  or  more  partners,  or  a  group  ol 
practitioners  organized  for  this  purpose.  A  practice  may  operate  in  more  than  one 
geographic  location.  If  your  practice  consists  of  multiple  practitioners  and/or  operates 
in  several  sites,  we  ask  that  you  complete  only  a  single  questionnaire  for  all  practices  and 
all  sites. 

Physician:  For  purposes  of  this  survey,  the  term  "physician"  refers  to  a  provider  who 
bills  directly  to  Medicare,  that  is.  a  Medical  Doctor  (MD),  Doctor  of  Osteopathy  (DO), 
Dentist.  Chiropractor,  Podiatrist.  Optometrist,  Clinical  Psychologist,  Clinical  Social 
Worker,  or  Physical  Therapist  (only  if  the  Physical  Therapist  bills  Medicare  directly). 

Multiple  Sites:  We  are  interested  in  collecting  data  on  the  practice  costs  from  ah  of  the 
office  locauons  serviced  by  the  health  providers  in  your  practice. 

It  your  practice  is  owned  and/or  operated  by  a  corporauon  with  sites  located  nationwide, 
we  are  only  interested  in  the  practice  costs  associated  with  sites  located  in  die  patient 
service  area  serviced  by  your  health  providers  (i.e..  we  do  noi_  wani  the  practice  costs 
associated  with  all  ol  the  nationwide  sites). 

Reporting  Period:  Please  repon  the  practice  costs  incurred  during  your  practice  s  most 
recent  fiscal  or  calendar  year  lor  which  complete  data  are  available.  In  most  cases,  this 
would  likely  be  the  calendar  year  for  1995  (January  1.  1995  thn>ugh  December  31.  1995) 
or  for  your  fiscal  '96  year  (which  will  vary  from  practice  to  practice).  We  encourage  you 
to  use  the  time  frame  that  is  most  convenient  for  you,  so  long  as  the  information  reponed 
is  for  a  12  month  period. 

Shared  Space:  A  health  provider  may  share  office  space  with  another  health  provider 
who  is  not  a  pan  of  his  or  her  "practice."  In  determining  practice  costs  we  would  like 
you  to  repon  the  expenses  of  the  "shared  space"  for  which  your  practice  is  responsible. 
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Pan  11:  Definitions  tor  Questionnaire  kerns 


Practice  Characteristics 
SIZE/SPECIALTY 

La.  Solo  practice:  A  solo  provider  who  is  responsible  for  all  the  liabilities  of  the  practice. 

The  practice  is  not  associated  with  a  hospital  through  a  legal/contractual  relationship 
which  encompasses  management,  ownership,  financial,  and/or  operational  issues. 

1.  b.  Single  specialty  group  practice:  A  medical  group  that  focuses  its  clinical  work  in  one 

specialty.  For  example,  an  ophthalmology  group  with  retina  specialists,  glaucoma 
specialists,  and  refraction  specialists  should  be  classified  as  a  single  specialty 
ophthalmology  group  even  though  it  comprises  many  different  subspecialties  of 
ophthalmology.  The  medical  group  is  not  associated  with  a  hospital  through  a 
legal/contractual  relationship  which  encompasses  management,  ownership,  financial, 
and/or  operational  issues. 

1  .e.  Multi-specialty  group  practice:  A  medical  group  thai  contains  providers  practicing  in 

differeni  specialties  (with  primary  and/or  specialty  care)  hui  shares  practice  expenses  and 
revenues.  The  medical  group  may  or  may  not  he  associated  with  a  hospital  through  a 
legal/contractual  relationship  which  encompasses  management,  ownership,  financial, 
and/or  operational  issues. 

OWNERSHIP 

2.  a.  Physician-owned:  Owned  by  one  or  more  practitioners  who  practice  in  the  organization. 

The  practitioners  own  all  the  assets  and  incur  all  the  liabilities. 

2.b.  Private  hospital:   A  private  hospital  owns  the  assets  and  incurs  the  liabilities  oi  the 

medical  practice. 

2.c.  Other  corporate:  Owned  by  an  organization  recognized  by  stale  law  as  a  business  entity 

separate  and  distinct  from  its  shareholders  that  has  been  granted  a  state  charter  that 
outlines  legal  rights  and  responsibilities.  It  is  liable  for  all  its  obligations  up  to  the  limit 
of  its  assets.  Shareholders,  directors  and  officers  are  not  generally  liable  for  debts  and 
obligations  of  a  corporation. 

2.d.  Medical  school,  college  or  university:  The  medical  practice  is  owned  hy  a  university 

or  medical  school. 

2  e.  (iovernment:  Owned  hy  a  government  organization  at  the  Federal,  siaic.  or  local  level. 

Government  funding  is  not  a  sufficient  criterion  lor  tins  category. 

2.1".  Other:    Owned  by  an  entity  other  than  those  listed  above.    Please  provide  a  hncl 

desenption  in  the  questionnaire. 
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LEGAL  ORGANIZATION 


3. a.  Sole  proprietorship:  An  organization  with  a  single  owner  who  is  responsible  for  all 

profits,  losses,  assets,  and  liabilities. 

3.b.  Partnership:  An  unincorporated  organization  where  two  or  more  individuals  have  agreed 

that  they  will  share  profits,  losses,  assets,  and  liabilities  (although  not  necessarily  on  an 
equal  basis).  The  partnership  agreement  may  or  may  not  be  formalized  in  writing. 

vc.  For-profit  corporation:  A  for-profit  organization  recognized  by  lav.  a.s  a  business  emit > 

separate  and  distinct  from  its  shareholders. 

3.d.  Non-profit  corporation/foundation:  An  organization  that  has  obtained  special  exemption 

under  Pan  501(c)  of  the  internal  Revenue  Service  code  that  qualifies  the  organization  to 
be  exempt  from  federal  income  taxes.  To  qualify  as  a  tax-exempt  organization,  a  medical 
practice  or  faculty  practice  plan  would  have  to  provide  evidence  of  a  charitable, 
educational  or  research  purpose. 

3.  e.  Other:  Any  practice  that  is  a  legal  entity  other  then  those  listed  above.  Please  provide 

a  brief  description. 

ACADEMIC  AFFILIATION 

4.  a.  None:  The  practice  has  no  academic  affiliation. 

4.b.  Medical  school:   The  medical  practice  is  based  at  and  administered  by  the  medical 

school.  Practice  physicians  have  faculty  appointments  and  provide  care  to  patients  as  pan 
of  an  organized  research  program,  undergraduate  medical  education  program,  or  residency 
program. 

4.c.  Teaching  hospital  residency  program:  A  residency  program  sponsored  by  a  hospital 

accredited  with  one  or  more  education  programs  in  nursiny.  medicine,  or  mid-level 
provider  professions. 

4.d.  Foundation-based  residency  program:  A  residency  program  sponsored  hy  a  not-for- 

profit  health  care  organization  other  than  a  hospital. 

4.  e.  University  student  health  center:    A  practice  that  provides  health  care  services 

exclusively  to  the  students  and/or  faculty  of  a  university  or  college. 

PRACTICE  FEATURES 

5  a.  Traditional  freestanding  medical  practice:    A  solo  or  group  practice  that  operates 

independendy  from  a  hospital  or  any  other  entity. 

5.  b.  Hospital-based  practice:   A  practice  mat  shares  its  space  and  overhead  costs  with  an 

inpatient  facility  that  admits  patients  for  overnight  stays,  incurs  practice  care  costs  and 
generates  bed  day  revenues. 
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5.c.  Medical  school  faculty  practice  plan:  A  separate  entity  affiliated  with  or  owned  by  a 

medical  school  where  physicians  are  on  the  faculty. 

5.d.  Practice-operated  residency  program:  A  practice-operated  graduate  medical  education 

program. 

5.e.  Freestanding  ambulatory  surgery  center:  A  freestanding  entity  specifically  licensed 

to  provide  surgical  services  that  are  performed  on  a  same-day  outpatient  basis. 

5.  f.  Urgent/immediate  care  practice:  A  facility  that  supplies  its  patients  with  convenient 

health  care  services  by  providing  primary  care  without  an  appointment. 

5  g.  Staff  model  health  maintenance  organization  (HMO):    An  HMO  that  employs  its 

physicians  or  contracts  exclusively  with  a  medical  group  to  provide  health  care  services 
to  enrollees. 

5  h  Captive  provider  practice  in  a  direct  contracting  situation:   A  medical  practice  thai 

exclusively  serves  the  employees  of  a  single  (usually  large)  company,  corporation  or  oiher 
organization  on  a  contract  basis. 

5.i.  Other:  Features  of  a  medical  practice  that  do  not  fit  any  of  the  categories  listed  above. 

Please  provide  a  brief  description. 

PTE  PROVIDERS 

6.  Full-time  equivalent  physicians  (FTE):  Please  review  the  definition  of  "physician"  for 
this  study  in  the  General  Instructions  on  page  1  of  the  questionnaire.  The  number  of 
physician  PTEs  reported  in  this  grid  should  represent  the  total  number  of  FTE  physicians 
in  the  practice  at  the  end  of  the  reporting  period  (see  definition  for  Reporting  Period  on 
page  1).  Only  count  physicians  involved  in  clinical  care.  Do  not  include  full-time 
physician  administrators.  The  number  of  FTEs  is  defined  by  what  your  practice  considers 
to  be  a  typical  full  week  of  work  for  physicians.  For  example,  if  your  practice  considers 
a  full  week  of  work  for  a  physician  to  be  40  hours,  then  a  physician  working  at  least  40 
hours  a  week  gets  counted  as  1.0  FTE.  An  individual  should  not  be  counted  as  more  than 
1.0  FTE  regardless  of  the  number  of  hours  worked.  If  a  single  physician  works  in  more 
than  one  specially,  indicate  the  specialty  where  he  or  she  spends  the  mosi  tune. 

The  FTE  ol  a  pan-tune  physician  can  be  computed  by  comparing  the  tune  spent  working 
lor  the  practice  to  the  time  spent  in  a  normal  work  week.  For  example,  a  physician 
working  on  behalf  of  the  practice  lor  20  hours  compared  to  a  normal  work  week  of  40 
hours  would  be  classified  as  0.5  FTE.  and  a  physician  working  30  hours  a  week  would 
be  counted  as  .75  FTE.  etc. 

6.  A.  Medical  Specialties:  Please  record  the  number  of  FTE  physicians  as  best  as  possible 

using  the  categories  in  columns  one  and  two  in  the  grid  provided.  If  physicians  do  not 
fit  into  one  of  the  specialty  categories  provided,  then  you  may  record  them  in  mw  labeled 
as  "All  Other  Specialties." 
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6.  B.  Other  Specialties:  Your  practice  may  consist  of  a  mixture  of  physicians  and  other  health 

care  providers  listed  in  column  B  of  this  grid.  These  health  care  providers  hill  their 
services  direcdy  to  Medicare.  These  providers  should  exclude  other  clinical  personnel 
who  serve  in  a  supporting  staff  role  and  cannot  hill  iheir  services  directl}  lo  Medicare 
(e.g..  technicians,  nurses,  etc.). 

7.  How  does  your  practice  define  a  full-time  position,  in  terms  of  hours  per  week: 
Please  record  the  total  numher  of  hours  that  your  practice  considers  a  lull  week  ol  work 
for  your  health  care  providers  repomng  m  item  6. 

8.  FTE  support  personnel:  In  this  grid  we  would  like  you  to  record  the  numher  of  FTEs 
separately  for  Clinical  Support  Personnel  (see  definition  below)  in  column  A  and  for  Non- 
Clinical  Administrative  and  Clerical  Personnel  (see  definition  below)  in  column  B.  Refer 
to  definition  of  "Full-time  equivalent  physicians:  (FTE)"  on  page  4  to  answer  this 
question. 

8. A.  Clinical  Support  Personnel:  Clinical  support  personnel  involved  in  patient  care  and  not 

reported  in  item  6.  This  category  includes  registered  nurses,  licensed  practical  nurses, 
physician  assistants,  lab  technicians,  x-ray  technicians,  and  other  technicians,  etc. 

8.B.  Non-Clinical  Administrative  and  Clerical  Personnel:  Administrative  staff  do  not  spend 

a  majority  of  their  time  in  direct  patient  care  services.  They  include  practice 
administration  management  staff  in  human  resources,  marketing,  medical  records 
administraoon.  quality  assurance,  utilization  review,  purchasing,  etc. 

Clerical  staff  serve  as  support  stall  for  business  functions  and  do  not  provide  direct  patient 
care  services.  These  staff  maintain  the  non-medical  operation  ol  the  office:  they  schedule 
appointments,  provide  secreianaJ  services,  answer  hilling  questions,  and  pertonn  other 
clerical  and  administrative  functions.  These  staff  include:  receptionists,  scheduling  and 
medical  secretanes.  medical  records  clerks,  data-entry  staff,  clerks,  cashiers,  and 
insurance/billing  clerks. 

NUMBER  OF  SITES 

10.  Number  of  sites:  See  definition  of  Multiple  Sites  on  Page  1.  This  includes  the  total 

number  of  sites  in  your  patient  service  area  reported  in  your  response  that  are  serviced  by 
the  physicians  and  other  health  care  providers  in  your  practice.  If  your  practice  has  a 
shared  site  (see  definition  of  Shared  Space  on  page  1),  this  would  also  be  included  in  the 
total  number. 
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SQUARE  FOOTAGE 


11.  Total  Square  Footage:  Total  number  of  finished  and  occupied  square  feet  within  outside 

walls.  Do  not  include: 

•  Parking  space 

•  Off-site  storage 

This  is  the  total  square  footage  of  space  that  is  occupied  by  the  practice  across  all  sites, 
regardless  of  whether  the  space  is  considered  for  clinical  or  non-clinical  use.  and 
regardless  of  whether  the  space  is  owned,  leased  or  granted.  If  your  practice  has  shared 
space,  include  only  that  portion  of  space  that  is  occupied  by  your  practice.  Please  do 
include  off-site  storage  space  in  this  figure.  The  figures  in  coiumn  A  of  the  table  (Owned. 
Leased.  Neither  Owned  nor  Leased)  should  sum  to  the  Total  Square  Footage. 
Correspondingly,  the  figures  in  column  B  of  the  table  (Clinical  and  Non-clinical  space) 
should  also  sum  to  the  Total  Square  Footage. 

A.  Ownership 

1.  Owned:  This  is  the  total  square  footage  of  space,  across  all  sites,  that  is  owned  by  the 
practice. 

2.  Leased:  This  is  the  total  square  footage  of  space,  across  all  sites,  that  is  rented  or  leased 
by  the  practice. 

3.  Neither  owned  nor  leased:  This  is  the  total  square  footage  of  space,  across  all  sites,  that 
is  neither  owned  nor  leased  by  the  practice.  This  may  be  applicable  when  space  is  used 
by  the  practice  that  is  provided  by  an  individual,  institution  or  other  entity  at  no  cost  to 
the  practice. 

B.  Use 

1.  Clinical  space:  This  is  I  lie  total  square  footage  ol  space,  across  ail  sues,  thai  is  used 
specifically  tor  activities  directly  and/or  indirectly  related  to  patient  care.  For  example, 
a  rest  room  that  is  coiuiected  to  a  cluucal  space  and  is  used  exclusively  tor  patients,  should 
be  counted  as  clinical  space.  An  area  that  is  used  for  storing  clinical  equipment  is  noi 
considered  cluneal  space  unless  the  same  area  is  also  used  in  the  treatment  or  care  ol 
patients. 

2.  Non-clinical  space:  This  is  the  total  square  footage  of  space,  across  all  sites,  thai  is  used 
specifically  for  activities  that  are  not  directly  or  indirectly  related  to  pauent  care.  An 
example  of  this  type  of  space  includes:  waiting  areas,  work  areas  for  administrative  and 
clerical  staff,  storage  space,  restrooms  (in  common  area),  closet  space,  hallways,  elevators, 
stairwells,  etc. 


PAYOR  MIX 


12. a  Undiscounted  Fee-for-service:  Revenue  collected  at  ihe  practice's  full  rates. 

12.b  Discounted  Fee-for-service:  Revenue  collected  where  the  medical  practice  agrees  lo 

provide  medical  services  at  rates  that  are  discounted  from  the  practice's  full  rates. 

12.c  Medicare:  If  your  practice  is  a  Medicare  HMO  include  revenues  in  12.f. 

12. d  Medicaid:  If  your  practice  is  a  Medicaid  HMO  include  revenues  in  12. f. 

12.e.  Private  risk  sharing:  Third  party  payment  arrangements  that  place  the  provider  at  some. 

but  not  all.  financial  risk  for  care  provided  because  a  provider  may  not  be  paid  for  all 
services.  These  may  include  withhold,  risk  pool,  or  surplus  sharing  arrangements. 

12.f.  Capitation:   Prospective  payment  made  directly  to  the  practice  by  an  HMO  under  a 

patient  care  contract  for  assigned  enrollees  on  a  per  enrollee  basis.  This  capitation 
revenue  should  cover  the  practice's  services,  purchased  services,  medical  goods  and  drugs 
that  prepaid  patients  are  entitled  to  under  the  terms  of  the  capitation  contract.  Payments 
do  not  vary  with  the  number  of  services  provided  or  number  of  patients  treated.  Include 
revenues  from  Medicare  or  Medicaid  HMOs. 

12.g.  Other:    Revenue  collected  via  methods  other  than  fee-for-service.  risk  sharing,  or 

capitation. 
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Practice  Costs 


TOTAL  PRACTICE  EXPENSES 

1 .  Total  practice  expenses,  excluding  salaries  and  fringe  benefits  of  physicians  and  other 
providers  who  bill  directly  to  Medicare:  We  are  interested  in  measuring  your  total 
practice  expenses  (not  of  physician  salaries  and  fringe  benefits)  for  the  reporting  period. 
Please  he  sure  to  exclude  the  salaries  and  fringe  benefits  of  physicians  and  other  providers 
who  bill  directly  to  Medicare.  The  number  provided  here  should  be  the  sum  of  all  costs 
reported  in  questions  2  through  4  in  this  section. 

2.  LABOR  COSTS  BY  FUNCTION 

Question  2  is  designed  to  measure  total  labor  costs  incurred  by  the  practice  during  the  reporting  period 

These  costs  should  be  reported  across  all  sites  as  defined  on  page  1  (if  your  practice  has  multiple 

sites). 

The  wage  and  salary  information  in  this  table  should  only  include  staff  wages  that  are  paid  for 
by  the  practice.  Thus,  if  your  practice  is  in  a  hospital  setting  (or  other  non-office  setting),  only 
those  staff  that  are  actually  paid  by  the  practice  should  be  reported. 

If  your  practice  uses  contracted  services  for  administrative  and/or  management  personnel  (such 
as  through  an  MSO),  these  costs  should  be  included  in  Contracted  Services. 
When  providing  annual  salaries/wages  and  fringe  benefits  for  each  of  the  labor  categories  (rows 
B  and  C)  keep  in  mind  that  some  individuals  in  your  practice  may  possibly  be  considered  in  more 
than  one  labor  category  (e.g.,  a  nurse  who  also  serves  as  an  administrative  assistant,  etc.).  If  this 
occurs,  you  should  record  that  person  in  the  category  where  he/she  spends  a  majority  of  his^er 
time.  For  example,  it  a  nurse  spends  X(H  of  her  time  on  clinical  activities  and  2(Y7<  of  her  time 
on  administrative/clerical  tasks,  her  salary  and  fringe  benefit  information  would  he  recorded  in 
Row  B. 

The  values  for  the  TOTAL  LABOR  COSTS  in  columns  1  and  2  should  be  a  sum  of  all  the  costs 
reported  in  rows  B  and  C. 

Once  the  aggregate  annual  salary  is  calculated  for  each  row.  please  provide  an  estimate  ol  the 
percentage  of  time  each  category  of  staff  devotes  to  each  of  the  following  activities  or  labor 
funcuons:  pauent  services,  pracuce  management,  billings/records,  and  research/teaching/training 
(see  definitions  below). 

PERSONNEL 

2. A.  Physicians  (Row  A):  Please  do  not  record  salaries/wages  or  fringe  benefits  for 

physicians.  We  are  only  interested  in  collecting  the  percent  of  physician  time 
spent  on  the  various  functions  in  the  grid  (columns  3-6).  For  purposes  of  this 
survey,  the  term  "physician"  refers  to  a  provider  who  bills  directly  to  Medicare, 
that  is.  a  Medical  Doctor  (MD),  Doctors  of  Osteopathy  (DO),  Dentist, 
Chiropractor,  Podiatrist,  Optometrist,  Clinical  Psychologist,  Clinical  Social 
Worker,  or  Physical  Therapist  (only  if  the  Physical  Therapist  bills  medicare 
directly). 


2.B.  Non-physician  clinical  providers  (Row  B):  Include  Labor  Cost*  lor  all  other 

clinical  providers  not  reponed  in  Row  A.  Include  Physical  Therapy,  if  not  sell- 
employed. 

2.C.  Non-clinical  Management/Administration  Personnel  (Row  C):   This  group 

includes  all  non-clinical  staff  involved  in  management,  administration,  clerical  and 
other  support  staff  roles.  This  includes  executive  personnel,  group  administrator, 
chief  financial  officer,  medical  director  primarily  serving  as  administrator,  middle 
to  lower  management  staff  in  human  resources,  marketing,  medical  records 
administration,  quality  assurance,  utilization  review,  purchasing,  mailroom  clerks, 
cafeteria,  and  laundry,  etc. 

TOTAL  LABOR  COSTS 

Annual  Salaries/Wages  (Column  1):  We  are  interested  in  the  total  amount  paid 
by  the  practice  to  each  category  of  employees  listed  in  rows  B  and  C  in  the  Labor 
Cost  by  Function  table  on  page  X  of  the  survey.  Dollar  amounts  should  not 
include  fringe  benefits  (see  definition  below) 

Annual  Fringe  Benefits  (Column  2):  Fringe  benefits  include  such  items  as 
employer  Social  Security/Medicare  contributions,  workers  compensation, 
employee  health/disability  insurance,  or  employee  retirement.  Exclude  the 
employee-paid  portion  of  the  fringe  in  the  calculation  and  costs  associated  with 
vacation  benefits. 

PERCENT  OF  TIME 

Patient  Services  -  (Column  3):  Percent  of  time  spent  on  activities  related  to  the 
direct  care  of  the  patient  either  in  a  pnmary  or  support  capacity. 

Practice  Management  (Column  4):  Percent  of  time  spent  on  overall 
administration  of  the  practice  including  activities  required  to  maintain  staffing, 
maintain  accounting  systems,  purchasing,  provide  housekeeping  services,  etc. 

Billings/Records  (Column  5):  Percent  of  time  spent  on  activities  related  to 
maintaining  pauent  records  (e.g..  recording  informauon  from  tests  or  consultants, 
filing,  etc.).  obtaining  required  authorizations  for  medical  procedures  and  services 
rendered  to  the  patient,  preparation  ol  and  sending  bills  to  patients  and  insurers, 
as  well  as  lollow-up  activities  required  to  collect  the  billed  amounts,  etc. 

Research/Teaching/Training  (Column  6):  Percent  of  tunc  spent  on  activities 
related  to  teaching  and/or  training  medical  students.  Research  typically  involves 
clinical  studies  that  are  funded  by  an  external  source. 

Total  %:  For  each  row  in  the  table,  the  percentage  values  entered  in  columns 
3  through  6  should  sum  to  100  percent 
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3.  CONTRACTED  SERVICES  BY  FUNCTION 


Question  3  is  designed  to  measure  total  contracted  service  costs  incurred  by  the  practice  during  the 
reporting  period.  In  this  quesuon  we  are  asking  for  your  practice's  total  contracted  costs  which  include 
both  clinical  labor  (e.g..  lab  tests)  and  non-clinical  labor  costs  (e.g..  billing  service,  payroll,  etc.). 

These  costs  should  be  reported  across  all  sites  (if  your  practice  has  multiple  sites).  This  question 
is  similar  to  quesuon  2. 

You  should  record  the  annual  practice  costs  in  column  1  for  each  of  the  services  (sec  definitions 
below)  contracted  during  the  reporting  period. 

The  values  for  the  TOTAL  COSTS  OF  CONTRACTED  SERVICES  in  column  1  should  be  a  sum 
of  all  the  costs  reported  in  rows  A  though  C. 

Once  the  annual  practice  costs  are  obtained  for  each  type  of  contracted  service,  you  should 
provide  the  percentage  of  each  contracted  service  cost  devoted  to  the  labor  functions  in  columns 
2-5:  patient  services,  practice  management,  billings/records,  research/teaching/training. 
Use  the  same  definitions  for  the  labor  categories  as  in  question  2. 

Columns  2  through  5  should  reflect  Percent  of  Expenses  rather  than  Percent  of  Time  (as  in 
question  2). 

PERSONNEL 

Clinical,  physician  (Row  A,  Column  1):  This  includes  all  physician  services 
paid  for  by  the  practice  to  physicians  who  are  not  employees  or  owners  of  the 
practice  (e.g..  locum  tenens). 

Clinical,  non-physician  (Row  B,  Column  1):  This  includes  all  clinical  services 
paid  for  by  the  practice  to  individuals  who  are  not  compensated  by  the  practice 
payroll.  This  includes  clinical  support  personnel  involved  in  pauent  care  such  as 
registered  nurses,  licensed  practical  nurses,  physician  assistants,  lab  technicians, 
x-ray  technicians,  and  other  technicians,  etc. 

Non-clinical  (Row  C,  Column  1):  This  includes  all  non-clinical  services  paid 
for  by  the  pracuce  to  individuals  who  are  not  compensated  by  the  practice 
payroll.  Contracted  support  staff  may  include  personnel  employed  by  a  practice 
management  company,  management  services  organization,  billing  company  and/or 
other  contracted  support  services  organizations,  as  long  as  the  personnel  are 
conducting  support  staff  tasks  on  behalf  of  the  practice.  Such  services  may 
include  but  are  not  limited  to:  housekeeping,  maintenance,  security,  legal  counsel, 
payroll,  bookkeeping  and  accounting,  recruiting,  and  non-clinical  staff  supplied 
through  temporary  agencies. 

NON  LABOR  COSTS 

4.  Total  Non-Labor  Costs:  Please  record  the  total  non-labor  costs  incurred  by  the  practice 

during  the  reporting  period.  The  dollar  amount  for  this  line  item  should  equal  the  sum 
of  the  dollars  recorded  on  lines  4.  A.  4.B.  4.C.  4.D.  4.E.  4.F.  and  4.G.  These  costs  should 
not  include  any  labor  or  contracted  services  costs  identified  in  questions  2  or  3. 

4. A.  Total  Equipment:  The  value  entered  here  should  be  a  sum  of  items  4. A.  1  through  4.A.3. 
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4.A.I.  Clinical  equipment:  Includes  all  leased  or  owned  medical  equipment  used  in  the  direct 

provision  of  patient  care,  including  x-ray  machines.  EKG  machines,  other  diagnosuc  or 
therapeutic  equipment  or  tools  used  in  performing  patient  services.  If  a  piece  of 
equipment  is  expensed  in  a  single  year,  please  include  the  purchase  price  and  annual 
maintenance  costs  of  the  equipment  when  reporting  total  medical  equipment  costs  for  the 
practice.  If  the  equipment  is  expensed  over  more  than  one  year,  include  only  the  annual 
depreciation,  interest  and  maintenance  costs  or  service  contracts  for  the  item.  The 
purchase  price  should  not  be  included  in  the  costs  for  equipment  expensed  over  multiple 
years. 

4. A. 2.  Non-clinical  equipment:   Includes  all  leased  or  owned  equipment  used  in  non-patient 

care  activities.  This  category  includes  office  equipment  such  as  computers,  copiers, 
postage  machines,  desks,  etc..  hut  does  not  include  office  furnishings.  As  with  clinical 
equipment,  if  a  piece  of  equipment  is  expensed  in  a  single  year,  plca.se  include  the 
purchase  pnee  and  annual  maintenance  costs  of  the  equipment  when  reponing  total 
medical  equipment  costs  for  the  practice.  If  the  equipment  is  expensed  over  more  than 
one  year,  include  only  the  annual  depreciation,  interest  and  maintenance  costs  or  service 
contracts  for  the  item.  The  purchase  price  should  not  be  included  in  the  costs  tor 
equipment  expensed  over  multiple  years. 

4.A.3.  Furnishings:     This  includes  all  capital  items  not  listed  above  (e.g..  leasehold 

improvements,  etc.). 

4.B.  Total  Supply  Costs:  The  value  entered  here  should  be  a  sum  of  items  4.B.1  and  4.B.2. 

4.B.I.  Clinical  supplies:  Clinical  supplies  are  medical  non-hardware  used  in  the  direct  provision 

of  patient  care,  such  as  drugs,  biologicals,  x-ray  film,  gloves,  antiseptics,  and  other 
medical  goods.  These  supplies  are  purchased  by  the  practice  and  can  either  be  resold  to 
the  patients  (i.e.,  hearing  aids,  contact  lenses)  or  are  provided  as  pan  of  the  clinical 
service  (i.e..  bandages,  sutures,  tubing,  etc.). 

4.B.2.  Non-clinical  supplies:  Non-clinical  supplies  are  purchased  by  the  practice  and  are  used 

tor  non-patient  care  act i vn les  such  as  administration.  Items  may  include  office  supplies 
such  as  paper,  pens,  envelopes  and  stamps,  etc. 

4.C.  Total  Facility  Costs:  This  includes  the  aggregate  costs  during  the  reponing  penod  lor 

rent  (include  rent  paid  to  MSO  il  the  payments  to  the  MSO  are  not  separated),  mongagc 
maintenance,  upkeep  of  the  clinical  and  non-clinical  space  utilized  by  the  practice,  and 
propeny  taxes  (including  shared  space). 

4.F.  Other  Professional  Costs:  These  are  the  costs  incurred  by  the  practice  for  membership 

dues,  fees  or  continuing  education  of  the  physicians  and  other  health  providers  who  are 
employees  or  are  owners  of  the  practice.  It  also  includes  similar  expenses  on  behalf  of 
clinical  suppon  staff. 
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PRACTICE  COSTS  ASSOCIATED  WITH  REVENUE-GENERATING  SERVICES 

Questions  5  through  X  need  only  he  answered  it  your  practice  operates  any  revenuc-ycncratniL'  services 
not  covered  by  the  Medicare  Fee  Schedule  (e.g..  physician  office  laboratory,  pharmacy,  optician  .services, 
etc.).  In  answering  these  questions,  please  refer  to  the  definitions  listed  above  tor  question  4 

ACCOUNTING  PROCEDURES 

9.a  Cash  Accounting:  A  system  of  accounting  for  revenues  and  expenses  on  a  cash  received 

and  cash  paid  basis.  Under  this  method,  revenues  are  reported  in  the  period  in  which  cash 
is  received,  and  expenses  are  reported  in  the  period  in  which  cash  is  paid.  Taxable 
income  is  calculated  as  the  difference  between  cash  receipts  from  revenues  and  cash 
payments  for  expenses. 

9.b  Accrual  Accounting:    A  system  of  accounting  that  records  the  financial  effects  of 

transactions  and  other  events  in  the  periods  in  which  those  transactions  and  events  occur, 
rather  than  only  in  the  periods  in  which  the  cash  is  received  or  paid  by  the  pracuce. 
Accrual  accounting  requires  two  steps:  1)  recording  revenues  when  earned  and  expenses 
when  incurred,  and  2)  adjusting  the  accounts. 

9.c  Both:  Both  systems  of  accounting  are  utilized. 
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Appendix  F:  Contents  of  Advance  Letter  Packet 


DEPARTMENT  OF  HEALTH  &  HUMAN  SERVICES  Health  Care  Financing  Administrator. 

The  Administrator 
Washington,  D.C.  20201 


Dr.  John  Doe 
123  Anywhere  St. 
Anytown,  US  11111 


Dear  Dr.  Doe: 

I  am  writing  to  ask  for  your  assistance  in  helping  the  Health  Care  Financing 
Administration  (HCFA)  of  the  United  States  Department  of  Health  and  Human  Services 
(DHHS)  develop  a  more  accurate  method  of  paying  physicians  under  Medicare  for  their 
practice  expenses.  Although  I  know  that  helping  us  will  require  a  substantial  time 
commitment  from  your  busy  schedules,  your  assistance  is  invaluable  and  will  be 
greatly  appreciated.  Your  participation  is  entirely  voluntary,  but  I  hope  you  will 
contribute  to  our  efforts  to  develop  a  more  accurate  Medicare  physician  fee  schedule. 

Your  practice  is  one  of  over  5,000  group  and  solo  practices  that  have  been  randomly 
selected  for  potential  participation  in  the  Survey  of  Practice  Costs.  This  survey 
is  part  of  a  study  sponsored  by  HCFA  and  is  conducted  by  Abt  Associates  Inc.  Under 
the  Social  Security  Amendments  of  1994,  the  Secretary  of  DHHS  has  been  mandated 
to  derive  relative  values  for  practice  expenses  that  reflect  the  relative  costs  of 
providing  services  under  the  Medicare  Fee  Schedule.  The  new  relative  values  are 
scheduled  to  be  implemented  on  January  1,  1998.  The  purpose  of  the  study  is  to 
collect  and  analyze  data  that  can  be  used  to  derive  these  relative  values. 

The  goals  of  the  survey  are  two-fold:  (1)  to  collect  aggregate  practice-level  costs; 
and  (2)  to  collect  practice-level  service-mix  information.  The  survey  data  will  be 
used  to  facilitate  the  allocation  overhead  costs  across  specific  physician  services. 
The  survey  is  one  part  of  a  multi-faceted  process  that  will  be  used  to  collect  data. 
The  other  part  of  this  process  that  will  explicitly  involve  the  medical  community  is 
the  Clinical  Practice  Expert  Panels  (CPEPs)  component.  The  CPEPs  will  be  used  to 
enumerate  the  inputs  expended  in  the  provision  of  a  finite  number  of  physician  services. 
We  plan  to  use  the  information  that  these  panels  provide  in  conjunction  with  survey- 
based  measures  of  overhead  cost  to  derive  total  cost  estimates  for  specific  services. 

Within  two  weeks,  you  will  be  contacted  by  Abt  Associates  and  asked  a  few  questions 
to  determine  whether  your  practice  meets  the  sampling  criteria  eligible  for  the 
study.  If  your  practice  is  eligible  to  participate  in  the  study,  you  will  receive  a 
survey  package  within  two  weeks. 


The  data  that  we  are  requesting  in  this  survey  pertain  to  your  practice  as  a  whole; 
we  are  not  requesting  data  that  are  specific  to  the  Medicare  program.   The  survey 
does  not  request  either  patient-level  or  medical  record  data.   Participation  in  the 
survey  is  voluntary.   If  you  choose  not  to  participate  in  this  survey,  your  interactions 
with  the  Medicare  program  will  not  be  affected.  The  information  that  you  provide 
will  be  kept  confidential.  We  and  Abt  Associates  will  use  it  for  analyses  and  will 
provide  it  to  other  researchers  for  analysis.   Prior  to  releasing  the  data  to  other 
researchers,  all  identifiers  that  could  be  used  to  reveal  individual  practices  will 
be  removed  from  the  analysis  files. 

We  recognize  that  the  information  we  request  is  detailed  and  time-consuming  for 
you  to  provide.  We  estimate  that  the  survey  will  take,  on  average,  12  hours  to 
complete.  Your  willingness  to  participate,  and  the  accuracy  of  the  information 
that  you  provide  will  ensure  that  the  data  we  use  to  derive  the  relative  values 
in  our  payment  method  are  accurate. 

If  you  have  any  questions  about  the  survey,  please  contact  the  Project  Officer, 
Jesse  M.  Levy,  Ph.D.   His  telephone  number  is  (410)  786-6600. 

Thank  you,  in  advance,  for  your  time,  effort,  and  participation. 


Bruce  C.  Vladeck 


Enclosures 


American  Medical  Association 


Physicians  dedicated  to  the  health  of  America 


James  S.  Todd,  MD 

Executive  Vice  President 


515  North  State  Street 
Chicago,  Illinois  60610 


312  464-5000 
312  464-4184  Fax 


Dear  Doctor: 

Your  practice  is  one  of  only  5,000  selected  to  participate  in  an  important  national  survey  of 
physicians'  practice  expenses.  This  survey  is  being  conducted  by  Abt  Associates  Inc.  under  a 
contract  from  the  U.S.  Health  Care  Financing  Administration  (HCFA). 

In  1993,  the  American  Medical  Association  House  of  Delegates  adopted  policy  calling  for  HCFA 
to  conduct  a  study  and  collect  cost  data  necessary  for  development  of  a  methodologically  sound 
resource-based  approach  to  practice  expenses  for  Medicare's  resource-based  relative  value  scale 
(RBRVS).  In  October  1994,  legislation  was  enacted  requiring  that  such  a  study  be  conducted, 
which  led  to  the  current  contract.  This  legislation  also  requires  HCFA  to  use  the  study's  results 
to  develop  new  RBRVS  practice  expense  values  for  implementation  in  1998.  As  you  know, 
Medicare  accounts  for  a  large  proportion  of  total  national  health  expenditures  on  physicians' 
services.  In  addition,  because  Medicare's  RBRVS  is  used  by  many  other  payors,  the  RBRVS 
affects  an  even  larger  proportion  of  physician  payments.  The  practice  expense  component  of  the 
RBRVS,  in  turn,  accounts  for  41%  of  the  total  relative  values  in  the  system,  so  the  potential 
impact  of  the  new  practice  cost  values  is  very  significant. 

As  one  of  the  5,000  practices  selected  to  complete  the  national  survey,  your  participation  is  vital 
to  the  future  of  Medicare's  physician  payment  system.  As  you  consider  the  particular  dimensions 
of  your  practice,  such  as  your  specialty,  the  size  of  your  practice,  and  your  location,  you  are 
among  an  even  smaller  group  of  practices  that  are  like  your  own  and  that  have  been  selected  for 
inclusion  in  this  survey.  Regardless  of  the  quality  of  the  data  gathered  from  this  study,  HCFA  is 
required  by  law  to  develop  new  practice  cost  relative  values.  Your  completion  of  the  survey  is 
vital,  therefore,  to  ensure  that  the  database  that  emerges  from  the  study  is  valid  and  provides  a 
sound  basis  for  development  of  the  new  relative  values. 

Abt  Associates  has  provided  a  telephone  number  if  you  have  any  questions  about  the  survey  and 
how  to  complete  it.  In  addition,  if  you  have  any  questions  about  the  AMA's  involvement  in  the 
study,  please  contact  Sandra  Sherman  of  my  staff  (ph  312-464-4455;  fax  312-464-5849;  or 
Sandysspot@aol.com). 

Thank  you  for  your  participation  in  this  important  study. 


Sincerely, 


JST:sls 
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ORGANIZATIONS  CONTACTED  FOR  COMMENT  ON  PRACTICE  EXPENSE  STUDY 


American  Academy  of  Allergy  and  Immunology 
American  Academy  of  Child  &  Adolescent  Psychiatry 
American  Academy  of  Dermatology 

American  Academy  of  Facial  Plastic  &  Reconstructive  Surgery 

American  Academy  of  Family  Physicians 

American  Academy  of  Neurology 

American  Academy  of  Nurse  Practitioners 

American  Academy  of  Ophthalmology 

American  Academy  of  Orthopaedic  Surgeons 

American  Academy  of  Osteopathy 

American  Academy  of  Otolaryngic  Allergy 

American  Academy  of  Otolaryngology  -  Head  &  Neck  Surgery 

American  Academy  of  Pain  Medicine 

American  Academy  of  Pediatrics 

American  Academy  of  Physical  Medicine  &  Rehabilitation 

American  Academy  of  Physician  Assistants 

American  Association  of  Clinical  Endocrinologists 

American  Association  of  Critical  Care  Nurses 

American  Associanon  of  Electrodiagnostic  Medicine 

American  Association  of  Medical  Assistants 

American  Associanon  of  Neurological  Surgeons 

American  Association  of  Nurse  Anesthetists 

American  Association  of  Oral  &  Maxillofacial  Surgeons 

American  Association  of  Physicists  in  Medicine 

American  Chiropractic  Association 

American  College  of  Allergy  &  Immunology 

American  College  of  Cardiology 

American  College  of  Chest  Physicians 

American  College  of  Emergency  Physicians 

American  College  of  Foot  and  Ankle  Surgeons 

American  College  of  Gastroenterology 

American  College  of  Medical  Physicists 

American  College  of  Nuclear  Physicians 

American  College  of  Obstetricians  &  Gynecologists 

American  College  of  Osteopathic  Surgeons 

American  College  of  Physicians 

American  College  of  Radauon  Oncology 

American  College  of  Radiology 

American  College  of  Rheumatology 

American  College  of  Sports  Medicine 

American  College  of  Surgeons 

American  Dental  Association 

American  Electroencephalographic  Society 

American  Gastroenterological  Association 

American  Geriatrics  Society 

American  Healthcare  Radiology  Administrators 

American  Heart  Association 

American  Institute  of  Ultrasound  Medicine 

American  Medical  Directors  Association 

American  Nephrology  Nurses  Association 

American  Nurses  Association 

American  Occupational  Therapy  Association 

American  Optometric  Association 

American  Orthopaedic  Foot  and  Ankle  Society 

American  Osteopathic  Association 

American  Pediatric  Surgical  Association 

American  Physical  Therapy  Association 

American  Podiatric  Medical  Association 

American  Psychiatric  Association 

American  Psychological  Association 

American  Sleep  Disorders  Association 

American  Society  for  Bariatric  Surgery 

American  Society  for  Dermatologic  Surgery 

American  Society  for  Gastrointestinal  Endoscopy 
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American  Society  tor  Surgery  of  the  Hand 

American  Society  for  Therapeutic  Radioiogy  and  Oncology 

American  Society  of  Abdominal  Surgery 

American  Society  of  Addiction  Medicine 

American  Society  of  Anesthesiologists 

American  Society  of  Cataract  and  Refractive  Surgery 

American  Society  of  Clinical  Oncology 

American  Society  of  Colon  and  Rectal  Surgeons 

American  Society  of  Cytology 

American  Society  of  Cytopathology 

American  Society  of  Echocardiography 

American  Society  of  Electroneurodiagnostic  Technologists 

American  Society  of  Extra-Corporeal  Technology 

American  Society  of  General  Surgeons 

American  Society  of  Hematology 

American  Society  of  Internal  Medicine 

American  Society  of  Nephrology 

American  Society  of  Nuclear  Medicine 

American  Society  of  Ophthalmic  Registered  Nurses/Association  of  Ophthalmic  Technical  Personnel 

American  Society  of  Plastic  &  Reconstructive  Surgeons 

American  Society  of  Radiologic  Technologists 

American  Society  of  Regional  Anesthesia 

American  Society  of  Transplant  Surgeons 

American  Speech,  Language  and  Hearing  Association 

American  Thoracic  Society 

American  Urological  Association 

Association  for  Technical  Personnel  in  Ophthalmology 

Association  of  Freestanding  Radiation  Oncology  Centers 

Association  of  Operating  Room  Nurses 

Association  of  Surgical  Technologists 

College  of  American  Pathologists 

Emergency  Nurses  Association 

Endocrine  Society 

Infectious  Diseases  Society  of  America 

International  Association  of  Allergology  &  Clinical  Immunology 

International  Chiropractors  Association 

International  Society  for  Cardiovascular  Surgery 

Joint  Council  of  Allergy,  Asthma  &  Immunology 

Medical  Group  Management  Association 

Mobile  X-Ray  Providers  of  America 

National  Association  of  Childbeanng  Centers 

National  Association  of  Medical  Direction  of  Respiratory  Care 

National  Black  Nurses  Association 

National  Dental  Association 

National  Federation  of  Societies  for  Clinical  Social  Work 
National  Kidney  Foundation 
National  Perinatal  Association 

National  Society  for  Cardiovascular/Pulmonary  Technology 

North  American  Society  of  Pacing  and  Electrophysiology 

Radiological  Society  of  North  America 

Renal  Physicians  Association 

Society  for  Vascular  Surgery 

Society  of  Cardiovascular  Anesthesiologists 

Society  of  Cardiovascular  &  Interventional  Radiology 

Society  of  Critical  Care  Medicine 

Society  of  Gastroenterology  Nurses  &  Associates 

Society  of  Gynecologic  Oncologists 

Society  of  Thoracic  Surgeons 

Society  of  Vascular  Technology 
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Appendix  G:  Cover  Letter  Sent  with  Survey 


Abt 


Abt  Associates  Inc. 


Dear  Dr.  John  Doe 
123  Anywhere  St. 
Anytown,  US  11111 

Dear  Dr.  Doe: 

Thank  you  for  your  participation  in  the  Survey  of  Practice  Costs.  This  study  is  sponsored  by  the  Health  Care 
Financing  Administration  (HCFA)  of  the  U.  S.  Department  of  Health  and  Human  Services,  and  is  conducted 
by  Abt  Associates  Inc.  The  purpose  of  the  survey  is  to  collect  data  on  aggregate  practice-level  costs  in  order 
to  allocate  overhead  costs  to  specific  patient  services  and  to  validate  total  cost  estimates.  In  addition,  we  are 
also  requesting  that  you  provide  service-mix  data.  Enclosed  in  this  packet  is  a  copy  of  the  questionnaire,  and 
a  postage-paid  return  envelope  for  you  to  mail  the  completed  questionnaire  and  service-mix  data. 

HCFA  has  engaged  Abt  Associates  Inc.  to  conduct  a  study  to  assist  it  in  collecting  and  analyzing  data  that  can 
be  used  in  developing  resource-based  practice-expense  relative  values  for  the  approximately  6,000  CPT  and 
HCPCS  codes  contained  in  the  Medicare  Fee  Schedule  (MFS).  Participation  in  the  survey  is  voluntary. 
However,  your  cooperation  in  completing  the  survey  will  ensure  that  the  study  results  represent  your  practice 
and  practices  similar  to  yours.  We  have  solicited  and  received  input  from  a  wide  variety  of  medical  societies 
throughout  this  study.  Data  from  this  survey  will  be  used  to  modify  reimbursement  levels  in  the  MFS. 

We  are  interested  in  capturing  aggregate  practice-level  costs  incurred  by  your  practice  during  the  last  complete 
calendar  or  fiscal  year.  Please  record  the  beginning  and  ending  dates  of  this  reporting  period  on  the  front 
cover  of  the  survey. 

The  survey  should  be  completed  by  the  person(s)  in  your  office  most  knowledgeable  regarding  practice  costs. 
You  will  probably  need  to  consult  office  records  available  to  complete  the  questions  in  this  survey.  Such 
documents  may  include,  but  are  not  limited  to:  recent  tax  returns  and  other  supporting  financial  information, 
payroll  information,  billing  information,  etc. 

Please  be  as  accurate  as  you  can  in  reporting  the  information  in  the  survey.  We  realize  that  you  may  not 
always  be  able  to  provide  answers  based  upon  firm  data  -  -  in  some  instances  you  may  only 
be  able  to  provide  estimates.  However,  we  encourage  you  to  provide  informed  estimates  based  on  existing 
documents  (e.g.,  tax  returns,  financial  records). 

The  survey  includes  detailed  instructions  on  how  to  complete  question  items  and  definitions  for  many  of  the 
terms  used  throughout  the  questionnaire  (see  the  enclosed  Definition  of  Terms  and  Question-Specific 
Instructions).  Instructions  for  providing  service-mix  data  are  provided  in  section  three  of  the  questionnaire. 
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If  you  have  any  questions  about  the  study,  or  if  you  need  help  in  completing  the  survey  information, 
please  feel  free  to  call  our  toll-free  HELP  LINE  at  1-800-261-6672,  and  ask  for  Chris  Pervue. 
You  may  call  Monday  through  Friday  between  the  hours  of  8:00  am  -  7:00  pm  central  time. 

Please  note  that  the  data  collected  will  be  used  for  research  purposes  only.  The  information  you 
provide  will  be  kept  confidential,  and  will  not  be  disclosed  in  identifiable  form  to  anyone 
but  Abt  Associates. 

Your  cooperation  and  assistance  is  greatly  appreciated. 


John  Loft,  Ph.D 
Project  Director 


ORGANIZATIONS  CONTACTED  FOR  COMMENT  ON  PRACTICE  EXPENSE  STUDY 


American  Academy  of  Allergy  and  Immunology 
American  Academy  of  Child  &  Adolescent  Psychiatry 
American  Academy  of  Dermatology 

American  Academy  of  Facial  Plastic  &  Reconstructive  Surgery 

American  Academy  of  Family  Physicians 

American  Academy  of  Neurology 

American  Academy  of  Nurse  Practitioners 

American  Academy  of  Ophthalmology 

Amencan  Academy  of  Orthopaedic  Surgeons 

American  Academy  of  Osteopathy 

Amencan  Academy  of  Otolaryngic  Allergy 

Amencan  Academy  of  Otolaryngology  -  Head  &  Neck  Surgery 

Amencan  Academy  of  Pain  Medicine 

Amencan  Academy  of  Pediatncs 

Amencan  Academy  of  Physical  Medicine  &  Rehabilitation 

Amencan  Academy  of  Physician  Assistants 

Amencan  Association  of  Clinical  Endocrinologists 

American  Association  of  Critical  Care  Nurses 

Amencan  Association  of  Electrodiagnostic  Medicine 

Amencan  Association  of  Medical  Assistants 

Amencan  Associaaon  of  Neurological  Surgeons 

Amencan  Association  of  Nurse  Anesthetists 

Amencan  Association  of  Oral  &  Maxillofacial  Surgeons 

Amencan  Association  of  Physicists  in  Medicine 

Amencan  Chiropractic  Associaaon 

Amencan  College  of  Allergy  &  Immunology 

Amencan  College  of  Cardiology 

Amencan  College  of  Chest  Physicians 

Amencan  College  of  Emergency  Physicians 

Amencan  College  of  Foot  and  Ankle  Surgeons 

Amencan  College  of  Gastroenterology 

Amencan  College  of  Medical  Physicists 

Amencan  College  of  Nuclear  Physicians 

Amencan  College  of  Obstemctans  &  Gynecologists 

Amencan  College  of  Osteopathic  Surgeons 

Amencan  College  of  Physicians 

Amencan  College  of  Radation  Oncology 

Amencan  College  of  Radiology 

Amencan  College  of  Rheumatology 

Amencan  College  of  Sports  Medicine 

Amencan  College  of  Surgeons 

American  Dental  Association 

American  Electroencephalographic  Society 

Amencan  Gastroenterological  Association 

Amencan  Geriamcs  Society 

Amencan  Healthcare  Radiology  Administrators 

Amencan  Hean  Association 

American  Institute  of  Ultrasound  Medicine 

American  Medical  Directors  Association 

American  Nephrology  Nurses  Association 

American  Nurses  Association 

American  Occupational  Therapy  Association 

Amencan  Optometnc  Association 

American  Orthopaedic  Foot  and  Ankle  Society 

American  Osteopathic  Association 

American  Pediatric  Surgical  Association 

American  Physical  Therapy  Association 

American  Pediatric  Medical  Association 

American  Psychiatric  Association 

American  Psychological  Association 

American  Sleep  Disorders  Association 

American  Society  for  Bariatric  Surgery 

Amencan  Society  for  Dermatologic  Surgery 

American  Society  for  Gastrointestinal  Endoscopy 


American  Society  tor  Surgery  ot  the  Hand 

American  Society  for  Therapeutic  Radiology  and  Oncology 

American  Society  of  Abdominal  Surgery 

American  Society  of  Addiction  Medicine 

American  Society  of  Anesthesiologists 

American  Society  of  Cataract  and  Refractive  Surgery 

American  Society  of  Clinical  Oncology 

American  Society  of  Colon  and  Rectal  Surgeons 

American  Society  of  Cytology 

American  Society  of  Cytopathology 

American  Society  of  Echocardiography 

American  Society  of  Electroneurodiagnostic  Technologists 

American  Society  of  Extra-Corporeal  Technology 

American  Society  of  General  Surgeons 

American  Society  of  Hematology 

American  Society  of  Internal  Medicine 

American  Society  of  Nephrology 

American  Society  of  Nuclear  Medicine 

American  Society  of  Ophthalmic  Registered  Nurses/ Association  of  Ophthalmic  Technical  Personnel 

American  Society  of  Plastic  &  Reconstructive  Surgeons 

American  Society  of  Radiologic  Technologists 

American  Society  of  Regional  Anesthesia 

American  Society  of  Transplant  Surgeons 

American  Speech.  Language  and  Hearing  Association 

American  Thoracic  Society 

American  Urological  Association 

Association  for  Technical  Personnel  in  Ophthalmology 

Association  of  Freestanding  Radiation  Oncology  Centers 

Association  of  Operating  Room  Nurses 

Association  of  Surgical  Technologists 

College  of  American  Pathologists 

Emergency  Nurses  Association 

Endocrine  Society 

Infectious  Diseases  Society  of  America 

International  Association  of  Allergology  &  Clinical  Immunology 

International  Chiropractors  Association 

International  Society  for  Cardiovascular  Surgery 

Joint  Council  of  Allergy,  Asthma  &.  Immunology 

Medical  Group  Management  Association 

Mobile  X-Ray  Providers  of  America 

National  Association  of  Childbeanng  Centers 

National  Association  of  Medical  Direction  or  Respiratory  Care 

National  Black  Nurses  Association 

National  Dental  Association 

National  Federation  of  Societies  for  Clinical  Social  Work 
National  Kidney  Foundation 
National  Perinatal  Association 

National  Society  for  Cardiovascular/Pulmonary  Technology 

North  American  Society  of  Pacing  and  Electrophysiology 

Radiological  Society  of  North  America 

Renal  Physicians  Association 

Society  for  Vascular  Surgery 

Society  of  Cardiovascular  Anesthesiologists 

Society  of  Cardiovascular  &  Interventional  Radiology 

Society  of  Critical  Care  Medicine 

Society  of  Gastroenterology  Nurses  &  Associates 

Society  of  Gynecologic  Oncologists 

Society  of  Thoracic  Surgeons 

Society  of  Vascular  Technology 


Appendix  H:  Example  Refusal  Conversion  Letters 


Abt 


Abt  Associates  Inc. 

Example:  Survey  Requires  Too  Much  Time 

Dear  : 

Thank  you  for  taking  the  time  to  speak  with  us  about  the  Survey  of  Practice  Costs.  As 
indicated  in  our  previous  correspondence,  this  study  is  sponsored  by  the  Health  Care  Financing 
Administration  (HCFA).  Abt  Associates  Inc.,  a  national  research  firm,  was  selected  by  the  Health 
Care  Financing  Administration  to  conduct  this  survey. 

During  your  conversation  with  an  Abt  telephone  interviewer,  you  expressed  concern  over 
the  amount  of  time  required  to  complete  the  questionnaire.  We  understand  that  your  time  is 
valuable  and  that,  due  to  specific  circumstances  of  your  practice,  you  may  not  have  time  to 
complete  the  survey  right  now.  However,  we  hope  that  you  might  be  able  to  allocate  enough 
resources  to  complete  the  survey  by  August,  1996.  This  marks  the  end  of  our  data  collection 
period  and  we  would  like  to  have  all  completed  questionnaires  returned  by  then.  If  this  date  is  not 
feasible,  please  contact  us  at  our  toll  free  number  1-800-261-6672  so  we  can  explore  other 
options. 

The  Survey  of  Practice  Costs  is  very  important  to  all  medical  practitioners  in  this  country. 
HCFA  is  required  by  Congressional  mandate  to  develop  new  RBRVS  practice  expense  values  for 
implementation  in  1998.  Therefore,  to  ensure  that  these  values  are  representative  of  all  practices, 
including  yours,  it  is  critical  that  they  obtain  cooperation  from  as  many  of  the  5,000  sampled 
practices  as  they  can. 

Although  we  indicated  that  the  average  time  needed  to  complete  the  survey  is  12  hours, 
many  practices  find  that  it  takes  far  less  time  than  this  to  complete,  depending  upon  the  nature  of 
the  practice  and  how  the  data  are  stored.  We  are  willing  to  work  with  you  in  helping  you  to 
complete  this  survey  with  as  little  burden  as  possible.  Please  let  us  know  how  we  can  assist  you. 

By  returning  the  enclosed  questionnaire  or  completing  the  survey  with  one  of  our 
interviewers,  you  will  make  a  significant  contribution  to  the  development  of  a  more  accurate 
Medicare  physician  fee  schedule.  Remember  that  all  information  you  provide  remains 
confidential.  Data  will  be  released  only  in  summary  form. 

Please  follow  all  instructions  carefully  and  complete  and  return  this  questionnaire  in  the 
enclosed  business  reply  envelope. 
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Abt 


Abt  Associates  Inc. 

Example:  Survey  Too  Difficult  to  Complete 

Dear  : 

Thank  you  for  taking  the  time  to  speak  with  us  about  the  Survey  of  Practice  Costs.  As 
indicated  in  our  previous  correspondence,  this  study  is  sponsored  by  the  Health  Care  Financing 
Administration  (HCFA).  Abt  Associates  Inc.,  a  national  research  firm,  was  selected  by  the  Health 
Care  Financing  Administration  to  conduct  this  survey. 

During  your  conversation  with  an  Abt  telephone  interviewer,  you  expressed  concern  that 
the  survey  is  too  difficult  to  complete.  We  understand  that  the  questionnaire  is  very  burdensome 
and  that,  due  to  specific  circumstances  of  your  practice,  you  may  not  have  time  to  complete  the 
survey  right  now.  However,  our  staff  are  available  to  answer  any  questions  and  assist  you  with 
the  survey  Monday-Friday  between  the  hours  of  8am  and  7pm  CT.  Special  arrangements  can  also 
be  made  to  discuss  the  survey  at  another  time.  We  hope  that  you  might  consider  completing  the 
survey  by  August,  1996.  This  marks  the  end  of  our  data  collection  period  and  we  would  like  to 
have  all  completed  questionnaires  returned  by  then.  If  this  date  is  not  feasible,  please  contact  us 
at  our  toll  free  number  1-800-261-6672  so  we  can  explore  other  options. 

The  Survey  of  Practice  Costs  is  very  important  to  all  medical  practitioners  in  this  country 
HCFA  is  required  by  Congressional  mandate  to  develop  new  RBRVS  practice  expense  values  for 
implementation  in  1998.  Therefore,  to  ensure  that  these  values  are  representative  of  all  practices, 
including  yours,  it  is  critical  that  they  obtain  cooperation  from  as  many  of  the  5,000  sampled 
practices  as  they  can. 

By  returning  the  enclosed  questionnaire  or  completing  the  survey  with  one  of  our 
interviewers,  you  will  make  a  significant  contribution  to  the  development  of  a  more  accurate 
Medicare  physician  fee  schedule.  We  guarantee  that  all  information  you  provide  will  remain 
confidential.  Data  will  be  released  only  in  summary  form. 

Please  follow  all  instructions  carefully  and  complete  and  return  this  questionnaire  in  the 
enclosed  business  reply  envelope.  We  are  willing  to  work  with  you  in  helping  you  to  complete 
this  survey  with  as  little  burden  as  possible.  Please  let  us  know  how  we  can  assist  you. 


101  North  Wacker  Drive,  Suite  400  ■  Chicago,  Illinois  USA  ■  60606-7301  "  312  332-3300  telephone  "312  621-3840 facsimile 


Abt 


Abt  Associates  Inc. 

Example:  Cannot  Afford  Cost  to  Complete  Survey 

Dear  : 

Thank  you  for  taking  the  time  to  speak  with  us  about  the  Survey  of  Practice  Costs.  As 
indicated  in  our  previous  correspondence,  this  study  is  sponsored  by  the  Health  Care  Financing 
Administration  (HCFA).  Abt  Associates  Inc.,  a  national  research  firm,  was  selected  by  the  Health 
Care  Financing  Administration  to  conduct  this  survey. 

During  your  conversation  with  an  Abt  telephone  interviewer,  you  expressed  concern  over 
not  being  able  to  absorb  the  costs  required  to  complete  the  survey.  We  understand  that  it  takes 
staff  time  and  resources  to  be  able  to  complete  this  questionnaire,  and  that  not  all  practices  may 
have  enough  resources  to  devote  to  such  an  activity.  If  it  were  possible  to  assist  you  by  providing 
a  stipend  for  the  staff  time  involved  in  completing  the  survey,  we  would  readily  do  this. 
Unfortunately,  the  limit  on  the  available  funds  does  not  provide  us  with  this  option.  The  Survey  of 
Practice  Costs  is  very  important  to  all  medical  practitioners  in  this  country.  Therefore  we  ask  you 
to  reconsider  completing  it. 

HCFA  is  required  by  Congressional  mandate  to  develop  new  RBRVS  practice  expense 
values  for  implementation  in  1998.  Therefore,  to  ensure  that  these  values  are  representative  of  all 
practices,  including  yours,  it  is  critical  that  they  obtain  cooperation  from  as  many  of  the  5,000 
sampled  practices  as  they  can. 

We  hope  that  you  might  be  able  to  allocate  enough  resources  to  complete  the  survey  by 
August,  1996.  This  marks  the  end  of  our  data  collection  period  and  we  would  like  to  have  all 
completed  questionnaires  returned  by  then.  If  this  date  is  not  feasible,  please  contact  us  at  our  toll 
free  number  1-800-261-6672  so  we  can  explore  other  options. 

By  returning  the  enclosed  questionnaire  or  completing  the  survey  with  one  of  our 
interviewers,  you  will  make  a  significant  contribution  to  the  development  of  a  more  accurate 
Medicare  physician  fee  schedule.  Remember  that  all  information  you  provide  remains 
confidential.  Data  will  be  released  only  in  summary  form. 

Please  follow  all  instructions  carefully  and  complete  and  return  this  questionnaire  in  the 
enclosed  business  reply  envelope. 
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Abt 


Abt  Associates  Inc 

Example:  Not  Interested  in  Study 

Dear  : 

Thank  you  for  taking  the  time  to  speak  with  us  about  the  Survey  of  Practice  Costs.  As 
indicated  in  our  previous  correspondence,  this  study  is  sponsored  by  the  Health  Care  Financing 
Administration  (HCFA).  Abt  Associates  Inc.,  a  national  research  firm,  was  selected  by  the  Health 
Care  Financing  Administration  to  conduct  this  survey. 

During  your  conversation  with  an  Abt  telephone  interviewer,  you  indicated  that  you  were 
not  interested  in  participating  in  this  survey.  We  appreciate  your  decision  not  to  participate  in  the 
study.  Please  understand,  however,  that  HCFA  has  been  mandated  by  Congress  to  develop  a 
more  accurate  method  of  paying  physicians  (for  their  practice  expenses)  under  Medicare.  HCFA 
is  required  to  implement  new  practice  expense  relative  values,  which  determine  physicians 
payments,  on  January  1,  1998.  Therefore,  to  ensure  that  these  values  are  representative  of  all 
practices,  including  yours,  it  is  critical  that  they  obtain  cooperation  from  as  many  of  the  sampled 
practices  as  they  can. 

We  hope  that  you  might  be  able  to  allocate  enough  resources  to  complete  the  survey  by 
August,  1996.  This  marks  the  end  of  our  data  collection  period  and  we  would  like  to  have  all 
completed  questionnaires  returned  by  then.  If  this  date  is  not  feasible,  please  contact  us  at  our  toll 
free  number  1-800-261-6672  so  we  can  explore  other  options. 

By  returning  the  enclosed  questionnaire  or  completing  the  survey  with  one  of  our 
interviewers,  you  will  make  a  significant  contribution  to  the  development  of  a  more  accurafe 
Medicare  physician  fee  schedule.  We  guarantee  that  all  information  you  provide  will  remain 
confidential.  Data  will  be  released  only  in  summary  form. 

Please  follow  all  instructions  carefully  and  complete  and  return  this  questionnaire  in  the 
enclosed  business  reply  envelope. 
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Abt 


Abt  Associates  Inc. 

Example:  Concern  over  Confidentiality 

Dear  : 

Thank  you  for  taking  the  time  to  speak  with  us  about  the  Survey  of  Practice  Costs.  As 
indicated  in  our  previous  correspondence,  this  study  is  sponsored  by  the  Health  Care  Financing 
Administration  (HCFA).  Abt  Associates  Inc.,  a  national  research  firm,  was  selected  by  the  Health 
Care  Financing  Administration  to  conduct  this  survey. 

During  your  conversation  with  an  Abt  telephone  interviewer,  you  expressed  concern  over 
confidentiality.  We  understand  the  importance  of  assuring  that  your  practice  will  not  be  identified 
in  any  reports  or  publications  that  result  from  this  study.  Please  be  assured  that  the  data  are 
reported  only  in  aggregate  statistical  form  and  will  remain  strictly  confidential.  Prior  to  releasing 
the  data  to  any  outside  source,  Abt  will  remove  all  identifiers  that  could  be  used  to  reveal 
individual  practices. 

The  Survey  of  Practice  Costs  is  very  important  to  all  medical  practitioners  in  this  country. 
Therefore,  we  hope  that  you  reconsider  completing  the  questionnaire.  HCFA  is  required  by 
Congressional  mandate  to  develop  new  RBRVS  practice  expense  values  for  implementation  in 
1998.  Therefore,  to  ensure  that  these  values  are  representative  of  all  practices,  including  yours,  it 
is  critical  that  they  obtain  cooperation  from  as  many  of  the  5,000  sampled  practices  as  they  can. 

We  hope  that  you  might  be  able  to  allocate  enough  resources  to  complete  the  survey  by 
the  July  19th.  This  date  marks  the  end  of  our  data  collection  period  and  we  would  like  to  have  all 
completed  questionnaires  returned  by  then.  If  this  date  is  not  feasible,  please  contact  us  at  our  toll 
free  number  1-800-261-6672  so  we  can  explore  other  options. 

By  returning  the  enclosed  questionnaire  or  completing  the  survey  with  one  of  our 
interviewers,  you  will  make  a  significant  contribution  to  the  development  of  a  more  accurate 
Medicare  physician  fee  schedule.  We  guarantee  that  all  information  you  provide  remains 
confidential.  Data  will  be  released  only  in  summary  form. 

Please  follow  all  instructions  carefully  and  complete  and  return  this  questionnaire  in  the 
enclosed  business  reply  envelope. 
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Abt 


Abt  Associates  Inc. 

Example:  Practice  Does  Not  Have  Medicare  Patients 

Dear  : 

Thank  you  for  taking  the  time  to  speak  with  us  about  the  Survey  of  Practice  Costs.  As 
indicated  in  our  previous  correspondence,  this  study  is  sponsored  by  the  Health  Care  Financing 
Administration  (HCFA).  Abt  Associates  Inc.,  a  national  research  firm,  was  selected  by  the  Health 
Care  Financing  Administration  to  conduct  this  survey. 

During  your  conversation  with  an  Abt  telephone  interviewer,  you  expressed  concern  that 
your  participation  in  the  study  will  not  make  a  difference  in  the  results  and/or  that  the  results  of 
the  study  will  not  impact  your  practice.  However,  your  participation  in  the  Survey  of  Practice 
Costs  is  very  important  to  the  overall  success  of  the  study,  and  the  results  will  have  an  impact  on 
the  Medicare  reimbursement  for  all  medical  practitioners  in  this  country.  Even  if  you  do  not  have 
Medicare  patients,  you  may  be  affected  in  the  future  to  the  extent  that  other  health  insurers  begin 
to  adopt  the  Medicare  Fee  Schedule  for  payment  purposes. 

HCFA  is  required  by  Congressional  mandate  to  develop  new  RBRVS  practice  expense 
values  for  implementation  in  1998.  Therefore,  to  ensure  that  these  values  are  representative  of  all 
practices,  including  yours,  it  is  critical  that  they  obtain  cooperation  from  as  many  of  the  5,000 
sampled  practices  as  they  can. 

We  hope  that  you  might  be  able  to  allocate  enough  resources  to  complete  the  survey  by 
August,  1996.  This  marks  the  end  of  our  data  collection  period  and  we  would  like  to  have  all 
completed  questionnaires  returned  by  then.  If  this  date  is  not  feasible,  please  contact  us  at  our  toll 
free  number  1-800-261-6672  so  we  can  explore  other  options. 

By  returning  the  enclosed  questionnaire  or  completing  the  survey  with  one  of  our 
interviewers,  you  will  make  a  significant  contribution  to  the  development  of  a  more  accurate 
Medicare  physician  fee  schedule.  We  guarantee  that  all  information  you  provide  will  remain 
confidential.  Data  will  be  released  only  in  summary  form. 

Please  follow  all  instructions  carefully  and  complete  and  return  this  questionnaire  in  the 
enclosed  business  reply  envelope. 


101  North  Wacker  Drive,  Suite  400  ■  Chicago,  Illinois  USA  ■  60606-7301  "  312  332-3300  telephone  "  312  621-3840 facsimile 


Abt 


Abt  Associates  Inc. 

Example:  Study  Not  Relevant  to  Practice 

Dear  : 

Thank  you  for  taking  the  time  to  speak  with  us  about  the  Survey  of  Practice  Costs.  As 
indicated  in  our  previous  correspondence,  this  study  is  sponsored  by  the  Health  Care  Financing 
Administration  (HCFA).  Abt  Associates  Inc.,  a  national  research  firm,  was  selected  by  the  Health 
Care  Financing  Administration  to  conduct  this  survey: 

During  your  conversation  with  an  Abt  telephone  interviewer,  you  expressed  concern  that 
your  participation  in  the  study  is  not  relevant  because  you  do  not  see  enough  (or  any)  Medicare 
patients.  However,  your  practice  may  be  impacted  in  the  future  as  more  health  insurers  begin  to 
adopt  the  Medicare  Fee  Schedule  for  payment  purposes.  Many  health  insurance  carriers  may  be 
looking  to  the  results  found  from  this  study  to  develop  a  pattern  of  reimbursement  that  is  very 
similar  to  the  one  HCFA  will  implement  in  1998. 

HCFA  is  required  by  Congressional  mandate  to  develop  new  RBRVS  practice  expense 
values  for  implementation  in  1998.  Therefore,  to  ensure  that  these  values  are  representative  of  all 
practices,  including  yours,  it  is  critical  that  they  obtain  cooperation  from  as  many  of  the  5,000 
sampled  practices  as  they  can. 

We  hope  that  you  might  be  able  to  allocate  enough  resources  to  complete  the  survey  by 
August,  1996.  This  marks  the  end  of  our  data  collection  period  and  we  would  like  to  have  all 
completed  questionnaires  returned  by  then.  If  this  date  is  not  feasible,  please  contact  us  at  our  toll 
free  number  1-800-261-6672  so  we  can  explore  other  options. 

By  returning  the  enclosed  questionnaire  or  completing  the  survey  with  one  of  our 
interviewers,  you  will  make  a  significant  contribution  to  the  development  of  a  more  accurate 
Medicare  physician  fee  schedule.  We  guarantee  that  all  information  you  provide  will  remain 
confidential.  Data  will  be  released  only  in  summary  form. 

Please  follow  all  instructions  carefully  and  complete  and  return  this  questionnaire  in  the 
enclosed  business  reply  envelope. 


101  North  Wacker  Drive,  Suite  400  ■  Chicago,  Illinois  USA  ■  60606-7301  "  312  332-3300  telephone  ■  312  621-3840 facsimile 


Abt 


Aht  Associates  Inc. 

Example:  Not  Interested  in  HCFA  Study 

Dear  : 

Thank  you  for  taking  the  time  to  speak  with  us  about  the  Survey  of  Practice  Costs.  As 
indicated  in  our  previous  correspondence,  this  study  is  sponsored  by  the  Health  Care  Financing 
Administration  (HCFA).  Abt  Associates  Inc.,  a  national  research  firm,  was  selected  by  the  Health 
Care  Financing  Administration  to  conduct  this  survey. 

During  your  conversation  with  an  Abt  telephone  interviewer,  you  indicated  that  you  were 
not  interested  in  participating  in  a  study  sponsored  by  HCFA.  We  appreciate  your  decision  not  to 
participate  in  the  study.  Please  understand,  however,  that  the  Survey  of  Practice  Costs  has 
received  wide  support  from  the  medical  community.  This  support  comes  from  many  of  the 
specialty  societies  as  well  as  form  the  American  Medical  Association.  Your  society,  the  [society 
name],  has  provided  input  into  the  development  of  the  survey  and  has  been  involved  in  Clinical 
Practice  Expert  Panels  (CPEPs). 

HCFA  is  required  by  Congressional  mandate  to  develop  new  RBRVS  practice  expense 
values  for  implementation  in  1998.  Therefore,  to  ensure  that  these  values  are  representative  of  all 
practices,  including  yours,  it  is  critical  that  they  obtain  cooperation  from  as  many  of  the  5,000 
sampled  practices  as  they  can. 

We  hope  that  you  might  be  able  to  allocate  enough  resources  to  complete  the  survey  by 
August,  1996.  This  marks  the  end  of  our  data  collection  period  and  we  would  like  to  have  all 
completed  questionnaires  returned  by  then.  If  this  date  is  not  feasible,  please  contact  us  at  our  toll 
free  number  1-800-261-6672  so  we  can  explore  other  options. 

By  returning  the  enclosed  questionnaire  or  completing  the  survey  with  one  of  our 
interviewers,  you  will  make  a  significant  contribution  to  the  development  of  a  more  accurate 
Medicare  physician  fee  schedule.  We  guarantee  that  all  information  you  provide  will  remain 
confidential.  Data  will  be  released  only  in  summary  form. 

Please  follow  all  instructions  carefully  and  complete  and  return  this  questionnaire  in  the 
enclosed  business  reply  envelope. 


101  North  Wacker  Drive,  Suite  400  ■  Chicago,  Illinois  USA  ■  60606-7301  "  312  332-3300  telephone  "312  621-3840 facsimile 


Abt 


Abt  Associates  Inc. 

Example:  Not  Enough  Resources  to  Complete  Questionnaire 

Dear  : 

Thank  you  for  taking  the  time  to  speak  with  us  about  the  Survey  of  Practice  Costs.  As 
indicated  in  our  previous  correspondence,  this  study  is  sponsored  by  the  Health  Care  Financing 
Administration  (HCFA).  Abt  Associates  Inc.,  a  national  research  firm,  was  selected  by  the  Health 
Care  Financing  Administration  to  conduct  this  survey. 

During  your  conversation  with  an  Abt  telephone  interviewer,  you  expressed  concern  over 
the  amount  of  resources  needed  to  complete  the  questionnaire.  Although,  at  this  time,  you  may 
not  have  the  resources  available  to  you  to  provide  all  of  the  information  that  the  survey  requires, 
we  hope  that  you  might  be  able  to  allocate  enough  resources  to  complete  the  survey  by  August, 
1996.  This  marks  the  end  of  our  data  collection  period  and  we  would  like  to  have  all  completed 
questionnaires  returned  by  then.  If  this  is  not  feasible,  please  contact  us  at  our  toll  free  number 
1-800-261-6672  so  we  can  explore  other  options. 

The  Survey  of  Practice  Costs  is  very  important  to  all  medical  practitioners  in  this  country. 
HCFA  is  required  by  Congressional  mandate  to  develop  new  RBRVS  practice  expense  values  for 
implementation  in  1998.  Therefore,  to  ensure  that  these  values  are  representative  of  all  practices, 
including  yours,  it  is  critical  that  they  obtain  cooperation  from  as  many  of  the  5,000  sampled 
practices  as  they  can. 

Although  we  indicated  that  the  average  time  needed  to  complete  the  survey  is  12  hours, 
many  practices  find  that  it  takes  far  less  time  than  this  to  complete,  depending  upon  the  nature  of 
the  practice  and  how  the  data  are  stored.  We  are  willing  to  work  with  you  in  helping  you  to 
complete  this  survey  with  as  little  burden  as  possible.  Please  let  us  know  how  we  can  assist  you. 

By  returning  the  enclosed  questionnaire  or  completing  the  survey  with  one  of  our 
interviewers,  you  will  make  a  significant  contribution  to  the  development  of  a  more  accurate 
Medicare  physician  fee  schedule.  We  guarantee  that  all  information  you  provide  will  remain 
confidential.  Data  will  be  released  only  in  summary  form. 

Please  follow  all  instructions  carefully  and  complete  and  return  this  questionnaire  in  the 
enclosed  business  reply  envelope. 


101  North  Wacker  Drive,  Suite  400  ■  Chicago,  Illinois  USA  ■  60606-7301  "  312  332-3300  telephone  "312  621-3840 facsimile 


Appendix  I:  Record  Layout  for  Survey  of 
Practice  Costs  and  Service-Mix 


Record  Layout  for  Survey  of  Practice  Costs  and  Service-Mix 


As  discussed  in  Section  VI,  436  of  the  454  surveys  returned  to  Abt  were  data  entered.  Two  separate  data  sets 
were  created  to  capture  the  responses  to  the  survey  of  practice  costs.  The  first  data  set  includes  responses  to 
the  practice  characteristics,  practice  costs,  and  summary  sections  of  the  survey.  This  is  referred  to  as  the 
Survey  of  Practice  Costs  data  set.  The  second  data  set  includes  the  service-mix  data  and  is  referred  to  as  the 
Service-Mix  data  set.  Appendix  I  provides  a  record  layout  description  of  each  of  these  two  data  sets  and 
serves  as  a  codebook  that  may  be  used  to  determine  the  parameters  for  the  different  fields  in  these  data  sets. 

The  record  layout  for  the  Survey  of  Practice  Costs,  which  is  detailed  in  the  attached  table,  has  a  total  of  8 
columns  as  specified  below: 

Column  1  -  Name  of  the  variable 
Column  2  -  Length  of  the  data  field 
Column  3  -  Type  of  data  field  (i.e.,  numeric,  character) 
Column  4  -  Number  of  decimal  places  (if  any)  for  numeric  data 
Column  5  -  Question  from  the  Survey  of  Practice  Costs 
Column  6  -  Valid  codes  (i.e.,  response  categories  from  the  survey) 
Column  7  -  Reserve  codes  (i.e.,  values  assigned  when  data  are  left  blank) 

Each  line  of  data  in  the  data  set  represents  the  responses  to  the  survey  for  a  single  practice.  Thus,  there  exists 
one  record  per  practice.  The  total  length  of  the  records  in  this  data  set  is  1,5 15  columns.  Each  variable  is 
defined  in  the  record  according  to  the  above  parameters.  The  data  set  was  designed  to  parallel  the  order  of  the 
questions  in  the  survey.  Thus,  the  first  two  variables  after  the  practice  ID  correspond  to  the  dates  of  the 
reporting  period  (beginning  date  and  ending  date),  which  were  the  first  two  questions  on  the  survey,  and  the 
remaining  variables  follow  in  appropriate  order. 

The  values  that  are  stored  in  the  reserve  code  column  were  intended  to  denote  the  reasons  why  a  particular 
question  was  left  blank.  These  values  are  defined  below: 

•         Reserve  code  of -2:  Signifies  questions  for  which  data  are  missing  and  the  reason  why  the 
data  were  not  reported  was  not  determined  from  the  practice.  Data  are  considered  "missing" 
in  cases  where  a  question  was  applicable  to  the  practice,  but  an  answer  was  not  provided 

Reserve  code  of -3:  Signifies  questions  that  the  practice  specifically  refused  to  answer. 

Reserve  code  of  -4:  Signifies  questions  for  which  the  practice  did  not  know  the  answer. 

Reserve  code  of  -5 :  Signifies  questions  with  logical  skip  patterns  that  are  legitimately  left 
blank. 


Reserve  code  of 


-6: 


Signifies  questions  that  are  not  applicable  to  the  practice. 


The  record  layout  for  the  Service-Mix  data  set  is  illustrated  in  the  table  below. 


Record  Layout  for  Service-Mix  Data  set 


Field 

Field 

Hf^rrintinn 

i/Covl  1UIIUII 

Column 

Po^ntS  mini 

T  .pncrfh 

1 

ID 

1-4 

4 

2 

CPT/HCPCS  code 

5-9 

5 

1V1VJ  VJJ.llt-1 

10-11 

2 

4 

Volume  in-office 

12-17 

6 

5 

Volume  out-of-office 

18-23 

6 

6 

Total  volume 

24-29 

6 

7 

Percent  in-office 

30-32 

3 

8 

Percent  out-of-office 

33-35 

3 

Each  record  in  the  service-mix  data  set  begins  with  the  ID  for  the  practice;  therefore  there  is  only  one  record 
for  each  service  code.  The  ID  is  the  key  field  that  is  used  to  link  the  service-mix  data  to  the  survey  data.  In 
some  cases,  a  smgle  practice  appears  twice  in  the  service-mix  data  set.  These  practices  submitted  their 
service-mix  data  in  both  the  Table  1  and  Table  2  formats;  therefore,  data  are  entered  from  both  of  these 
tables  into  the  data  set. 

As  discussed  in  Section  VI,  when  the  survey  was  terminated,  the  decision  was  also  made  to  eliminate  data 
retrieval  efforts.  Thus,  these  data  have  not  undergone  a  comprehensive  review,  and  practices  were  not 
contacted  to  clarify  apparent  inconsistencies  in  the  data  (e.g.,  totals  that  do  not  equal  the  sum  of  their 
components).  The  data  contained  m  these  data  sets  are  exactly  as  they  were  reported  by  the  practices  (with 
the  exception  of  the  reserve  code  values  that  Abt  entered). 
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Appendix  J:  Record  Layout  for 
Survey  Management  System  (SMS) 


Record  Layout  for  Survey  Management  System  (SMS)  Data 


The  data  elements  from  the  Survey  Management  System  (SMS)  allow  researchers  to  match  the  cases  to  their 
original  strata  values  (i.e.,  medical  specialty,  urbanicity,  census  region,  and  practice  size).  The  record  layout 
for  the  SMS  data  set  is  as  follows: 


Record  Layout  for  SMS  Data  Set 


Field 

Field 

Column 

Number 

Description 

Position 

Length 

1 

Practice  ID 

1-4 

4 

2 

Medical  Specialty 

5-6 

2 

3 

Urbanicity 

7 

1 

4 

Census  region 

8 

1 

5 

Size  of  practice 

9 

1 

The  data  set  is  structured  in  the  same  fashion  as  the  Survey  of  Practice  Costs  data  set  in  that  there  is  one 
record  per  practice.  The  ID  field  is  the  key  field  that  is  used  to  link  this  data  set  to  the  Survey  of  Practice 
Costs  and  Service-Mix  data  files. 

The  medical  specialty,  urbanicity,  census  region,  and  practice  size  fields  contam  the  values  that  correspond  to 
the  practice's  classification  within  each  of  these  four  strata.  The  values  for  these  strata  are  provided  below: 

Medical  Specialty: 

Single  specialties 

01  =  Allergy 

02  =  Anesthesiology 

03  =  Cardiovascular  Disease 

04  =  Dermatology 

05  =  Diagnostic  Radiology 

06  =  Emergency  Medicine 

07  =  Gastroenterology 

08  =  General/Family  Practitioner 

09  =  General  Surgery 

10  =  Internal  Medicine 

1 1  -  Neurological  Surgery 

12  =  Neurology 

1 3  =  Obstetrics  &  Gynecology 

14  =  Ophthalmology 

15  =  Orthopaedic  Surgery 

16  =  Otolaryngology 

1 7  =  Anatomic/Clinical  Pathology 

1 8  =  Pediatrics 


Medical  Specialty  (continued): 

19  =  Plastic  Surgery 

20  =  Psychiatry 

21  =  Pulmonary  Disease 

22  =  Radiology 

23  =  Urological  Surgery 

24  =  Other  Single  Specialty 
Multi-specialties 

25  =  Primary  Care  only 

26  =  Primary  Care  &  Medical  Specialty 

27  -  Primary  Care  &  Surgical  Specialty 

28  =  Medical  &/or  Surgical  Specialty 

29  =  Primary,  Medical,  &  Surgical  Specialty 

30  =  Other  Specialties  &  (Primary  &/or  Medical  &/or  Surgical  Specialt 
31=  Primary,  Medical,  Surgical  &  Other  Specialties 

32  =  Other  Multi-specialty 

33  =  Unknown 

N  =  Non-physician 

Urbanicity: 

1  =  Urban 

0  =  Rural 

9  =  Missing  value 

N  =  Non-physician  practice 

Census  Region: 

1  =  New  England 

2  =  Mid  Atlantic 

3  =  North  Central 
5  =  South  East 

7  =  West  South  Central 

8  =  Mountain 

9  =  Pacific 

N  =  Non-physician  practice 
Size  of  Practice: 

1  =  Solo  practice 

2  =  2-physician  practice 

3  =  3-4  physician  practice 

4  =  5-9  physician  practice 

5  =  10-49  physician  practice 

6  =  50+  physician  practices 

7  =  Missing  value 
N  =  Non-physician 


Medical  Specialty  (continued): 

19  =  Plastic  Surgery 

20  =  Psychiatry 

21=  Pulmonary  Disease 

22  =  Radiology 

23  =  Urological  Surgery 

24  =  Other  Single  Specialty 
Multi-specialties 

25  =  Primary  Care  only 

26  =  Primary  Care  &  Medical  Specialty 

27  =  Primary  Care  &  Surgical  Specialty 

28  =  Medical  &/or  Surgical  Specialty 

29  =  Primary,  Medical,  &  Surgical  Specialty 

30  =  Other  Specialties  &  (Primary  &/or  Medical  &/or  Surgical  Specialti 

3 1  =  Primary,  Medical,  Surgical  &  Other  Specialties 

32  =  Other  Multi-specialty 

33  =  Unknown 

N  =  Non-physician 

Urbanicity: 

1  =  Urban 

0  =  Rural 

9  =  Missing  value 

N  =  Non-physician  practice 

Census  Region: 

1  =  New  England 

2  =  Mid  Atlantic 

3  =  North  Central 
5  =  South  East 

7  =  West  South  Central 

8  =  Mountain 

9  =  Pacific 

N  =  Non-physician  practice 
Size  of  Practice: 

1  =  Solo  practice 

2  =  2-physician  practice 

3  =  3-4  physician  practice 

4  =  5-9  physician  practice 

5  =  10-49  physician  practice 

6  =  50+  physician  practices 

7  =  Missing  value 
N  =  Non-physician 


